FOUNDED BY OTTO GUENTHER IN 1902 


he Financial World was established to diffuse the truth about investments, has con- 
tantly maintained this attitude, and will continue to do so, confident in its belief that 
s long as it clings to this ideal it can count upon the support of the investing public. 
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| Sterling Products 


( “ile ) 


A quarterly dividend of 95¢ per 
share has been declared on the 
capital stock of this corporation, 

. payable December 2, 1940, to 
stockholders of record at the close 
of business November 15, 1940. 
Checks will be mailed. Transfer 
books will not be closed. 


A. H. 


October 22, 1940 President 


_ 


NATIONAL DISTILLERS 


PRODUCTS CORPORATION 


The Board of Directors has declared a regular 
quarterly dividend of 50¢ per share on the out- 
standing Common Stock, payable on November 1, 
1940, to stockholders of record on October 15, 
1940. The transfer books will not close. 


THOS. A. CLARK 
September 26, 1940 TREASURER 


OFFICE OF THE 


WESTINGHOUSE AIR BRAKE COMPANY 


PITTSBURGH, PA., OCTOBER 18, 1940 


DIVIDEND 
The Board of Directors has this day declared a 
dividend of twenty-five cents ($.25) per share on the 
capital stock of this company payable December 14, 
1940, to stockholders of record at the close of business 


November 20, 1940. 
8. C. McCONAHEY, Treasurer. 


United Engineering and Foundry Company 
Pittsburgh, Pa., October 22, 1940. 
The Board of Directors declared a divi- 
dend of fifty cents (50c) a share on the $5- 
Par Common Stock, and the regular quarter- 
ly dividend of one and three-quarter percent 
(1%%) on the $100-Par Preferred Stock, both 
payable November 12, 1940, to stockholders 
of record November 1, 1940. 
EO. V. LANG, Treasurer. 


Are you interested in 
real estate investments? 
If so, please note the 
offerings om page 22. 
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Ready Soon 


Latest Revised Stock Factograph Manual 


(FINANCIAL WORLD 

page size) and includes 
“Factographs” as published in 
our magazine from March 22, 
1939 to November 13, 1940. 
The book is completely in- 
dexed. It will be ready about 
November 11th. 


[i WILL contain 280 pages 


Careful investors are depending more and more 
on FINANCIAL WORLD “Stock Facto- 
graphs” for the essential data they need on 


Send your 


advance order “ 


NOW 


italization, its 7-year earnings 
and dividend record, its finan- 
cial strength, outlook, etc. 


A “Factograph” gives far more 
information about each com- 
pany than our “Independent 
Appraisals of Listed Stocks.” 
However, it is always advisable 
to refer also to the latter man- 
ual for the latest earnings, dividends, etc., at 
the same time. 


The new book is to contain 1150 regular 


leading companies in order to make far more 
intelligent decisions on the attractiveness of 
securities they own or think of buying. Fre- 
quently a single “Factograph” is worth more 
to an investor than the price of both the 
“Factograph” book and a vear’s subscription 
for FINANCIAL WORLD. 


“Factographs” and 500 recently revised con- 
densed “Factographs.” Price of the book alone 
is $3.85. You will make a big saving by order- 
ing the “Factographs” book in advance with 
a year’s subscription for FINANCIAL 
WORLD — both for only $11.95. This is an 
easy way to save $1.90. The book itself will 
likely save you many times $1.90 because of 
the important facts and statistics it will give 
you about 1650 corporations just when you 
want to know them. 


“Factographs” give you the vital facts most 
investors lack—to their great cost. Each “Fact- 
ograph” covers enough ground to enable you 
to evaluate the company, its management, cap- 


wuuesBecome a Really Informed Investor by Mailing Coupon Today 


FINANCIAL WORLD, 21 West Street, New York, N. Y. 030 
For the enclosed $10 please enter my order for the following: 


(a) An immediate survey of my 20 LISTED* securities (Write on separate sheet) 
(b) The next 52 weekly issues of FINANCIAL WORLD (1664 pages of vital investment facts and analyses) 


(c) The next 12 issues of the popular monthly stock ratings and data bbook—“INDEPENDENT APPRAISALS 
OF LISTED STOCKS” (Covers 1600 Listed Stocks) 


(d) The regular valuable privilege of obtaining confidential advice by letter as per your rules 
(e) “Tax Status of 400 Common Stocks” and a year-to-year Dividend Record of every N. Y. Stock Exchange 


common stock that paid a dividend each year from 1930 to 1939. 
FOR SPECIAL OFFERS WITH SUBSCRIPTION: 


1) Add $1.95 extra for large new $3.85 book of 1650 “Factographs” (Ready November 11th) 
() Add 50 cents extra for November $2.00 Bond Guide giving ratings and vital data on 4800 bonds 
(1 Send $5.00 for a 6 months’ subscription including a survey of your 10 listed securities 

[1 Add $2.50 extra for Handsome Binder that will hold 26 issues of FINANCIAL WORLD 


*Note—Limited to securities listed on N. Y. Stock Exchange and Curb. 
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ILLUSIONS MARKET CONTRASTS 


We are in the habit of comparing current condi- 


tions with past performances—a practice that 


can divert our judgment from existing realities. 


S eptember 1, 1939! Mark well 
that date, for it was a fateful 
one. The dove of peace flew from 
its coop and the dread spectre of war 
began to flap its lethal wings. 

What happened then? The stock 
market had been sharply declining in 
fear of the impending menace. Then 
just around 2 o’clock there came a 
period of quiet. It lasted only a few 
short minutes, to be followed by a 
dynamic reversal in trend. 

The so-called war babies not only 
recovered their losses on the day, but 
added many millions of dollars to ag- 
gregate market values in the last trad- 
ing hour, and this upward climb in 
prices continued on for several weeks. 
The Dow-Jones averages touched 
155.92 for the industrials; 35.90 for 
the rails, and 27.10 for the utilities. 

That was the apex of the short 
lived war boomlet. Those prices 
have not been duplicated since then. 
But this does not imply that they can- 
not be reached again, or even ex- 
ceeded. It will all depend upon what 
could develop out of the muddled 
economic mess in which we are now 
floundering. 


CONTRADICTIONS EXPLAINED 


The foregoing record can furnish 
an instructive lesson reflecting on the 
manner in which illusory contrasts 
can be drawn, and in anlyzing the 
whys and wherefores we may find the 
reasons for such contradictions. 

The human mind in its quest for 
what lies behind the veiled curtain 
of the future goes on the theory that 
what has happened before under cer- 
tain conditions must recur, and the 
public is apt to act on this impulse. 

So it came to pass when war be- 
came a reality a little over a year 
ago, that the mass mind of the peo- 
ple—remembering what had occurred 
to business and securities in the 
World War—envisioned a spirited 
war boom with its sequence of rising 
prices and increased profits. Acting 
on this belief, the public started buy- 
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By LOUIS GUENTHER 


Misinterpretation Is a Blindfold 


ing securities in anticipation of such 
a development. 

However, something went wrong 
in drawing an analogy between this 
situation and the previous one. But 
it was not in the outward mould of 
this opinion wherein the defects lay. 
It was in the material out of which 
it was formed. 

The circumstances were different. 
This is why the analogy turned out to 
be an illusion. 

The last war boom did not im- 
mediately confront the obstacle of ex- 
cess profits taxes, although they came 
later. And there existed none of the 
confusion in the mind of business that 
now prevails; in that period it was 
willing boldly to plan ahead. Nor 
was there imposed on business regu- 
lation upon regulation, which today 
is not only time consuming but also 
keeps management in a continuous 
bedlam of uncertainty. 


VANISHING PROFITS 


The road was a clear one. Con- 
structive imagination ran riot. All 
this is now absent and in its place, 
the conjectural mind must’ consider 
realities. One of the principal ones 
is that while profits will not be elimi- 
nated, they will be greatly cir- 
cumscribed. 

The dictum today is that there shall 
not emerge out of the present war 
any war millionaires or profiteers. 
This is as it should be, and yet there 
is the offsetting fact that if the nation 
is to finance its astronomical defense 
program, industry must be allowed 
to earn enough to meet the bill. 

Any intelligent diagnosis of this 
relation of earning power to tax 
necessities only emphasizes how 
illusory it must be to use the situa- 
tion of the last war as a yardstick to 
measure the probabilities confronting 
industry’s earning power in the cur- 
rent one, under the great handicaps 
with which it is saddled. 

Going a step further, there must 
also be considered the level of se- 
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curity prices and the yields they 
afford. The conclusion can_ be 
reached that if the war continues and 
Britain is to hold out (evidence of 
which is more encouraging now than 
it has been since hostilities began), 
there is a decided unbalance when 
measured by the yardsticks of normal 
times. Here is an illusion in inverse 
ratio. 

Another aspect of the illusion bears 
on whether we must face an inflation 
similar to what we had between 1916 
and 1920, and which turned out so 
disastrous to all of us when the in- 
evitable readjustment had to be met. 

The common manifestations of in- 
flation are the general price level get- 
ting out of hand, mounting living 
costs, and scarcity of raw materials 
and finished goods. While there are 
increasing signs of our approaching 
this stage, we must recognize that the 
Administration is committed to a 
policy of policing prices. And it re- 
mains to be seen whether its controls 
can be effective in the face of the 
important law of supply and demand. 

Inflation, however, does not always 
run in the same groove. Compari- 
sons are now being made by those 
who overlook the subtle changes it 
takes inform. The average individu- 
al has so far failed to recognize that 
inflation has already been with us for 
several years, because he cannot per- 
sonally visualize its presence. 

It shows its head, however, in the 
nation’s fiscal policy which has been 
directed to cheapening interest rates 


“P-M-G’—A TIN 


week Phelps Dodge Corpora- 
tion, third largest copper miner 
in the United States, revealed how an 
American secured for his own coun- 
try a foreign discovery of great value 
to national defense and industrial 
progress. This was in contrast to 
oft-cited instances whereby weapons 
such as the Maxim machine gun and 
Lewis gun were developed by Ameri- 
cans, but lost to this country when 
foreign nations obtained the manu- 
facturing rights. 

The product is a metal known as 
“P-M-G.” And the person referred 
to is Wylie Brown, president of 
Phelps Dodge Copper Products Cor- 
poration, subsidiary of the big metal 
unit. Made from a combination of 
silicon, copper and iron alloyed to- 


COMING ARTICLES 


St. Lawrence Power 
Project Revived 


What the FW Business 
Index Shows for September 


in order to establish the illusion that 
the Government’s credit rating is 
Al-+, a policy that has succeeded in 
forcing Government bonds up so far 
in price that they yield so little they 
are no longer attractive on strictly 
an income basis to investors. In- 
stead, they have become a refuge for 
the rich to escape tax levies. 

Influenced by the Government 
bond market, prime corporate issues 
are also selling on so low an income 
basis that they no longer appeal to 
individual investors—institutions to- 
day are their best customers because 
they are compelled to find some em- 
ployment for their cash; viz, life in- 
surance companies, trustees and sav- 
ings banks. 

Hence we have here inflation—an 
inflation in money and in unemployed 
cash reserves which has seriously 
affected the incomes of the people de- 
pendent upon them—they are receiv- 
ing a constantly diminishing return 
and this condition will continue until 
the shackles are dropped from the 
shoulders of enterprising capital. 


Until they are removed and capital 
emerges from its storm shelters and 
engages in exploiting the opportuni- 
ties of industry to expand, the value 
of money will remain stagnant. 

Until cash again begins to move 
freely in employment, there is no im- 
mediate prospect for commodity price 
inflation. 

Eventually we know we must face 
inflation, for the cost of living, wages, 
raw materials and manufactured 
goods will advance despite all efforts 
to control prices—but we cannot yet 
judge the extent of the increases that 
are inevitably ahead of us. 

This much we do know, and that 
is how much will depend upon the 
outcome of the national election and 
the political attitude toward business. 
Is industry to be subject to further 
whipping, or will it be taken by the 
hand and encouraged to use all its 
resources to expand its operations 
and again open the gates to employ- 
ment that is not artificial and based 
on war orders? 

Until these circumstances are clari- 
fied the investor will find himself in 
a more secure position by sticking 
close to shares affording assured in- 
comes. Pursuing this course in- 
volves the exercise of patience, but 
in the long run it will earn its own 
reward for if the industrial tide surges 
forward these securities will benefit. 
Later on, when so much guessing will 
not be required, there will be ample 
time for investors to utilize more 
normal yardsticks. 


SUBSTITUTE FOR UNCLE SAM 


gether, ““P-M-G” is a metal of lower 
specific gravity than the conventional 
tin bronzes. Moreover, it possesses 
greater strength, has greater resis- 
tance to fatigue and shock and is 
particularly adaptable to conditions 
where the effect of elements (such as 
sea-water corrosion) 
Thus, it is an important substitute 
for tin in the fabrication of a diversi- 
fied list of articles, both for war and 
peacetime uses. 

“P-M-G” was “discovered” after 
constant study and research by Wil- 
liam B. O’Brien Goudielock, chief 
metallurgist for Vickers-Armstrongs 
Ltd. Faced with a tin shortage dur- 
ing the latter part of the World War, 
Goudielock brought his work to frui- 
tion in 1926. Soon after, Mr. Brown 


is factor.” 


secured exclusive licenses for his 
company in the U. S. and Canada. 

Today, “P-M-G” will play an im- 
portant part in the Navy’s building 
program—and also in our Army’s 
ordnance departments. In the purely 
industrial field, the new metal finds 
applications in industries such as oil, 
paper, coal and construction. 

Thus from England, through the 
sagacity of a far-sighted American 
businessman, we now have an impor- 
tant element for both national de- 
fense and industrial improvement. 
While it is obvious that tin will never 
be replaced in many phases of indus- 
trial and armament fabrication, intro- 
duction of “P-M-G” will go far to 
alleviate the present shortage which 
now confronts the nation. 
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MEASURING THE 
BUSINESS BOOM 


New FRB Index shows industrial production well 
above the 1929 high, although national income is 
Statistical factors which should be 
recognized in interpreting this index. 


much lower. 


By GEORGE H. DIMON 


S ince the Federal Reserve Board’s 
index of industrial production is 
the most widely followed measure of 
business activity, the far reaching 
changes which have recently been 
made—establishing a new statistical 
series—should be understood by all 
students of business trends. Particu- 
larly is this true of those who use 
this index as one of the more im- 
portant guides to their business and 
market studies. 


FALSE PICTURE? 


The changes also deserve scrutiny 
at this time because a number of ma- 
jor divisions of industry are boom- 
ing, and the large contracts being 
placed under the defense program 
give promise of a broadening out of 
the specialized business boom to 
many other lines. The new FRB in- 
dex figures for August and Septem- 
ber already show a level of indus- 
trial production well above the 1929 
high. Does this mean that we have 
entered a period in which general 
business activity will far surpass that 
of the time remembered by most of 
us as the “era” of unprecedented 
prosperity ? 

In attempting to answer that ques- 
tion the first step must necessarily 
be in the direction of a better under- 
standing of the nature and scope of 
the index, at least to the extent of 
recognizing in a general way what 
divisions of the economic life of the 
nation it covers. And—of even 
greater importance in avoiding false 


‘ deductions—there must be a clear 


perception of its limitations. 

In an article on “Measurement of 
Production” (Federal Reserve Bul- 
letin, September, 1940, written by 
two executives of the Division of Re- 
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search and Statistics who supervised 
the revision of the FRB index), the 
claim is made that “with the excep- 
tion of a few miscellaneous indus- 
tries, accounting for about 3 per cent 
of the total, it can be said that all in- 
dustrial production is included on a 
group basis.” Nevertheless, the au- 
thors emphasized that “this index is 
necessarily limited in scope and, 
therefore, should not be considered as 
a comprehensive measure of general 
business activity.” 

These statements are by no means 
contradictory, as they might appear 
at first glance to the casual reader. 
In the broadest sense, production is 
any effort which results in the crea- 
tion of goods or the rendering of serv- 
ices. The FRB index is a measure 
of industrial production and is so 
labeled. It comprises two broad 
classifications: production of manu- 
factures and production of minerals. 
The total index consists of a com- 
bination of the index for manufac- 
tures and the index for minerals, “the 
former weighted by total value added 
by manufacture for all manufacturing 
industries and the latter by total value 


Faleofoto 


of all mineral products.” The index 
of manufactures comprises 16 major 
groups of industries, ‘each weighted 
for the total value added for that 
group (by the process of converting 
raw materials or semi-finished goods 
into semi-finished or finished prod- 
ucts), including industries not direct- 
ly represented by production series 
in the index as well as those so rep- 
resented.” The mining index is a 
combination of groups of fuels and 
metals: soft coal, hard coal, crude 
petroleum, iron ore, copper, lead, 
zinc, gold and silver. 


MORE COMPREHENSIVE INDEX 


The new FRB index is more com- 
prehensive than the old. In addition 
to 31 series carried over substantially 
unchanged from the old index (pig 
iron, steel ingots, automobiles, cotton 
consumption, shoes, tobacco prod- 
ucts, petroleum refining, rubber man- 
ufacturing, zinc and other important 
subdivisions of mining and manufac- 
turing activity), the following new 
series have been added: machinery, 
aircraft, railroad cars, copper de- 
liveries, lead shipments, zinc ship- 
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ments, furniture, common brick, face 
brick, glass containers, rayon de- 
liveries, manufactured dairy prod- 
ucts, other manufactured foods, alco- 
holic beverages, chemicals, rubber 
consumption and gold. Twenty- 
eight series included in the old index 
are also represented in the new index, 
with material revisions, including 
locomotives, shipbuilding, copper 
smelting, lumber, woolens, meat 


packing, paper, silk, lead and other 
industries. 

Thus the new index unquestion- 
ably has wide coverage in manufac- 
turing and extractive industries. But 
several very important lines of eco- 
nomic enterprise falling in other cate- 
gories are excluded, notably agricul- 
ture. Cash farm income accounts for 
about 10 per cent of the total na- 
tional income, to say nothing of the 


great economic significance of sub- 
sistence farming, or farming as a 
-means of living rather than for cash 


income. However, agricultural en- 
terprise is generally omitted from 
business indexes, for several reasons, 
one being that the measurement of 
crop yields is practicable only on an 
annual basis, whereas most business 
indexes appear weekly or monthly. 
(Please turn to page 24) 


A “HEAVY GOODS” COMPANY 
IN IMPROVING POSITION 


RB’ any test of investment quality 
which may be applied to the 
stock, Worthington Pump & Ma- 
chinery common must be judged al- 
together unsuitable for “widows and 
orphans.” The company is a pro- 
ducer of heavy capital goods and dis- 
plays all the instability of earning 
power and dividend payments which 
its membership in that category im- 
plies. It operated at a loss for five 
successive years during the depres- 
sion; no dividends have been paid on 
the common since 1922; there are 
arrears of $9 a share on each of two 
issues of prior preferred and of $61.25 
and $52.50 on the old _ preferred 
stocks. The enterprise has a heavy 
overhead and is subject to wide 
fluctuations in demand. Reflecting 
all these factors, the common stock 
has proved itself a highly volatile 
issue. 

Hardly an alluring prospect for 
anyone who cares to observe any de- 
gree of conservatism in stock market 
operations. Yet the picture is by no 
means all black. If Worthington 
sometimes reports substantial losses 
—as it does—it is capable of showing 
gratifying profits as well. It has done 
so on a number of occasions in the 
past and the indications are that it 
will do so this year. 

The present company is an out- 
growth of a partnership formed in 
1845. One of the intermediate or- 
ganizations came to grief in the early 
years of the present century in an 
attempt to gain control of the domes- 
tic pump industry, and was forced 
into receivership in 1914. A com- 
pany with the same name as that of 
the present enterprise took over the 
business early in 1916, and earned 
$4.4 million the next year—a record 


which has never been equaled since 
that time. 

A deficit was incurred during the 
depression year 1921, and while the 
company stayed in the black during 
the next seven years, its earnings 
were not especially large. Demand 
for the company’s steam pumps and 
vertical reciprocal pumps declined be- 
cause of the trend toward the cen- 
trifugal type of pumps. A new man- 
agement was installed in 1926; opera- 
tions were concentrated in four plants 
rather than nine, and other economies 
were effected. Earnings rose to $2.5 
million in 1929 and would undoubted- 
ly have gone higher had it not been 
for the onset of the depression late 
in that year. 

Despite the revival in activity of 
the heavy goods industries which are 
important customers of Worthington, 
1937 earnings were only $1.6 million, 
largely because of the failure of the 
electric utilities to spend money on a 
pre-depression scale and because of 
the relatively small amount of ship- 
building and pipe line construction. 
All three of these outlets have sprung 
to life this year. It is estimated that 
expenditures for generating equip- 
ment by the utilities in 1940 will be 
the largest since 1930. The same is 
true of pipe line construction, largely 
due to the growing importance of 
natural gas lines, while shipbuilding 
is being carried on at record levels. 

The large volume of business from 
these sources is being superimposed 
on demand from other lines which is 
at least as heavy as was the case in 
1937. This happy state of affairs 
enabled Worthington to report earn- 
ings of $1.5 million in the first nine 
months of the present year, equivalent 
to $11.87 per share of the combined 


4% per cent preferred stocks, and to 
$4.12 per share of common. It is a 
foregone conclusion that the full 
vear’s results will better the 1937 
total, and 1930 earnings of $2.1 mil- 
lion will be closely approached if not 
exceeded, despite additional taxes. 

Because of Worthington’s low 
average earnings during the 1936- 
1939 period, the management will 
doubtless use the invested capital 
method of computing liability to ex- 
cess profits taxes. On this basis, the 
company will be permitted to earn 
something over $4 per share of com- 
mon this year before those taxes be- 
come operative; thus, every indica- 
tion is that payments for this account 
will have to be made out of 1940 
earnings. 

Purely on a statistical basis, the 
common stock (around 23) appears 
undervalued in relation to indicated 
current earnings. But in view of the 
company’s past record of erratic earn- 
ings, together with the fact that so 
large a portion of current business is 
war-inspired, the issue cannot be re- 
garded as outstanding, although it 
probably does possess: some specula- 
tive potentialities. 

In a better position are the 41% per 
cent preferreds, currently quoted at 
about 63 for the convertible issue 
(convertible into 1% shares of com- 
mon to September 1, 1943, and into 
1 share thereafter) and about 55 for 
the non-convertible shares. Divi- 
dends have recently been resumed on 
these issues, and their $9 per share 


of accumulations remain to be liqui- - 


dated. But despite the prospects of 
further earnings improvement for the 
company in 1941, the preferreds will 
remain in a rather speculative classi- 
fication. 
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ASSOCIATED GAS ELECTRIC— 


REBUILDING UTILITY EMPIRE 


Like a shooting star, Hopson’s brainchild cut a brilliant 
streak across the utility sky. But now that the light 
has faded and the truth is out, some 300,000 invest- 
ors are wondering about their billion-dollar investment. 


By THOMAS A. FALCO 


W: are often brought to admit 
that there is something ‘‘good”’ 


as well as “bad” in almost everything 
around us. Take the public utility 
industry, for example. There are 
few men in this field who will deny 
that abuses did exist—abuses which 
the Public Utility Holding Company 
Act was designed to correct. At the 
same time, however, those same men 
can point proudly, and justly, to hold- 
ing company systems that have fur- 
thered the public interest in every 
way. 

Frankly, this discussion is con- 
cerned with one of the so-called 
“negative” elements in the public util- 
ity industry. As a matter of fact, it 
concerns an organization that has 
been held out as a symbol of all the 
evils that our holding company legis- 
lation seeks to prevent. As a system, 
this enterprise presently includes 
eight direct subsidiaries and 155 in- 
direct subsidiaries. Of the last named, 
70 are public utilities (as defined in 
the Public Utility Holding Company 
Act of 1935), 42 are water com- 
panies, 15 are engaged in transporta- 
tion, two manufacture ice and 26 are 
engaged in miscellaneous activities. 


EXTENSIVE PROPERTIES 


This organization serves almost 1.8 
million customers in more than 6,000 
communities (having a population of 
7 million) located in 20 states and the 
Philippine Islands. And to make all 
this possible, some 300,000 people in 
every part of the world, but princi- 
pally in the United States, contrib- 
uted funds and savings to the tune of 
around a billion dollars. Reference 
is made, of course, to the Associated 
Gas & Electric System—a veritable 
utility empire now come to grief. 

Among the dubious distinctions 
held by this enterprise is that it rep- 
resents what is perhaps the most com- 
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plicated corporate structure in Amer- 
ican financial history. Always some- 
thing to conjure with, this point has 
now assumed vital importance. For 
Associated Gas & Electric Company 
—top unit in the corporate pyramid 
—together with its direct subsidiary, 
Associated Gas & Electric Corpora- 
tion, is in bankruptcy proceedings 
under Chapter X of the Chandler 
Act. Thus, tens of thousands of 
bondholders of both companies are 
wondering just where they stand. 
Now, respective priorities of lien is a 
matter that will ultimately be decided 
by the courts. So it is not within our 
province to make predictions here. 
But investors should be interested in 
the following discussion of the A. G. 
& E. situation at large: 

Early in the ‘twenties, one Howard 
C. Hopson, and others, acquired con- 
trol of a small number of relatively 
unimportant utility companies. The 
charter of one of these dated back to 
around 1850; its name was changed 
to Associated Gas & Electric Com- 
pany and Hopson proceeded to use 
it as a vehicle for issuing securities. 
As new properties were bought, they 
were transferred, on open book ac- 
count, to another Hopson brainchild, 
Associated Utilities Investment Cor- 
poration (or its subsidiaries). These 
transfers continued until the “‘Invest- 
ment Corporation” owed Associated 
Gas & Electric Company approxi- 
mately $600 million. 

By 1932, the public had around 
$900 million of securities in the As- 
sociated System, nearly one-third of 
which was in bonds of the top com- 
pany. In that year, Associated’s 
guiding light tried to sell an 8 per 
cent bond issue of the Company. He 
was unsuccessful. But here is what 
he did do: Associated Utilities In- 
vestment Corporation suddenly be- 
came Associated Gas & Electric Cor- 


poration, and, simultaneously, a pub- 
lic offering of its own ‘8's of 1940” 
was announced. Investors were told 
that the Corporation stood between 
the Company and the properties of 
the System. Therefore, any pur- 
chaser of the “8's of 1940” would 
have seniority over all the hundreds 
of millions of dollars publicly invested 
in Associated Gas & Electric Com- 
pany. 

“But they couldn’t do that!” you 
will exclaim. “What about the $600 
million that the Corporation owed the 
Company?” All very simple—when 
you delve into the Hopson magic. 
Half of the $600 million debt was 
wiped out by having the Associated 
Gas & Electric Company accept that 
amount of stock in exchange. But 
despite high pressure tactics, less 
than $10 million of the ‘*8’s of 1940" 
were sold. That wasn’t even enough 
to pay interest on the outstanding 
Associated Company bonds. Some- 
thing had to be done to avert receiv- 
ership. So the management cooly 
converted the remaining $300 million 
debt into stock. And then it came 
out with a Plan of Rearrangement of 
Capitalization, the so-called “Re-Cap 
Plan of 1933.” 


PLAN’S OBJECT 


Object of this plan was to have the 
holders of at least $260 million of 
fixed-interest obligations of Associ- 
ated Gas & Electric Company either 
(1) cut the value of their bonds in 
half or (2) accept an income obliga- 
tion instead of a fixed-interest secur- 
ity. By hook or by crook, the old 
management finally succeeded in cor- 
raling all but $59 million of this debt. 
These were held by roughly 30,000 
investors. And by virtue of their re- 
fusal to go along with the “Re-Cap 
Plan,” they were theoretically subor- 
dinated to all Corporation security 
holders with respect to assets, rights 
and equities. 

Now then, principal assets of As- 
sociated Gas & Electric Corporation 
are the common stocks of, and open 
account claims against, a group of 
sub-subholding companies. But none 
of the more important of these owns 
or operates utility properties of itself. 
Continuing, chief assets of these sub- 
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holding companies are the stocks 
or obligations of still further corpora- 
tions within the System, and so on. 
In other words, corporate pyramid of 
the Associated System was quite be- 
wildering, virtually baffling—and each 
dollar earned by the operating units 
had to travel a long and tortuous path 
before reaching the top company and 
its security holders. 

This incredible situation came to 
an end at the turn of the current year. 
On January 10, 1940, the Securities 
& Exchange Commission entered an 
order forbidding the Corporation to 
declare or pay any dividend on its 


capital stock until further notice. That 
spelled finis to the flow of funds up- 
ward to the top company. Immedi- 
ately following the SEC order, Asso- 
ciated Gas & Electric Company, and 
Associated Gas & Electric Corpora- 
tion, filed petitions seeking joint re- 
organization under the Federal bank- 
ruptcy laws. 

Issues at stake in the A. G. & E. 
reorganization are many—and com- 
plex. One of the most important con- 
cerns the 30,000 investors who had 
the courage to resist cajolery and 
bullying incident to the “Re-Cap 
Plan.” Expressed in another way, 


these are the persons who still hold 
the fixed-interest obligations of the 
Company. 

Is their claim senior to that of the 


Associated Gas & Electric Corpora- i 


tion security holders? “Yes,” says 
the General Protective Committee, 
representing those who refused to 
make the transfer in 1933. This 
body, oldest and strongest single un- 
official factor in the reorganization, 
contends that the “Re-Cap Plan” is 
invalid. What is more, it maintains 
that, under the Associated Gas & 
Electric Company indentures, the 
(Please turn to page 27) 


OUTLOOK FOR AMERICAN TEL. & TEL. 


Company has not been covering dividends by a wide margin. 
But unlike numerous others in this class, 3344 per cent boost 
in normal tax rate is no threat to continued dividend payments. 


which can expand their 
earning power as a result of na- 
tional defense business, or the higher 
rate of industrial activity incident to 
the defense program, need not worry 
too much about the increase in the 
normal Federal income tax rate from 
18 per cent to 24 per cent. But those 
whose earnings are usually rather 
stable will have trouble offsetting this 
higher tax, and in some cases divi- 
dend rates which have been main- 
tained unchanged for years may have 
to be reduced as a result. 

Few organizations can match the 
record for income stability set by 
American Telephone; this company 
has changed its dividend rate only 
four times during the present cen- 
tury, and every change has been an 
increase. The current $9 annual rate 
has been in effect ever since 1922. 
But in view of recent developments, 
investors are justified in wondering 
whether or not this record can be 
continued. 

Higher taxes cannot be regarded 
as favorable for this company any 
more than for any other. But there 
appears no need for undue alarm re- 
garding the effect of the new levies 
on Telephone’s earning power or divi- 
dend payments. The company will 
not be subject to excess profits taxes 
until earnings reach the level of ap- 
proximately $11.05 a share. As for 
the higher normal tax rate, it is reas- 


suring to note that this enterprise has 
met the problem of higher taxes be- 
fore without impairing its ability to 
set new earnings records. 

In 1922, the first full year in which 
the $9 dividend rate was in effect, the 
company earned $9.25 a share, a sum 
not materially different from the 
profit reported last year. Neverthe- 
less, the company’s earnings are in 
fact anything but stable, being sub- 
ject to a strong secular growth factor 
which was obscured during the nine- 
teen-twenties by frequent issuance of 
additional stock and in subsequent 
years by the effects of the depression. 
Earnings amounted to only $66.2 mil- 
lion in 1922 against $172.6 million 
last year; dividends to $53 million 
against $168.2 million. 

Limiting comparisons to more re- 
cent years, we find that total operat- 
ing revenues plus other income in- 
creased by $58.1 million between 
1935 and 1939, while operating ex- 
penses other than maintenance, inter- 
est and taxes.rose only $5.7 million. 
Maintenance was stepped up by $4.5 
million while interest charges were 
$6.8 million smaller in the later year. 
Net income increased $46.8 million; 
seventy per cent of the difference be- 
tween this figure and the rise in total 
revenues is accounted for by higher 
taxes. Federal income taxes rose 


from $750,000 to $6.3 million ; Social 
Security levies from nothing to $1.3 


million; State and local taxes from 
$5.1 million to $6.3 million. 

Telephone is both a holding and an 
operating company. Last year it took 
in $112.8 million on its own activities, 
of which $16.3 million was carried 
through to net before fixed charges. 
The balance of its $189.2 million 
earnings before interest consisted pri- 
marily of dividends paid to it by sub- 
sidiary members of the Bell System. 
The earning power of these subsidi- 
aries, which governs their ability to 
pay dividends to the parent company, 
is thus a considerably more important 
factor to the investor than the results 
of Telephone’s own operations. 

The Bell System as a whole took in 
$198.6 million more last year than in 
1935, but held the rise in operating 
expenses other than maintenance, in- 
terest and taxes to $44.6 million. 
Maintenance rose $41.7 million but 
interest charges were cut by $9.5 mil- 
lion. Net income applicable to Amer- 
ican Telephone stock increased by 
$57.4 million and would have scored 
a much greater advance had it not 
been for a rise in taxes of $64.4 mil- 
lion between the two years. Of this 
increased burden, $19.1 million could 
be attributed to Social Security taxes, 
$20.1 million to Federal income taxes 
and $25.2 million to larger State and 
local levies. 

The Bell System’s ability to step 

(Please turn to page 29) 
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APPROACH BEST SEASON 


< With sales maintaining gains and profit margins 
ample, Christmas trade should be highly profitable. 


his year, as in 1939 and 1938, 

department store managements 
can congratulate themselves upon the 
fact that their heaviest selling sea- 
son coincides with a period when in- 
dustrial activity, employment and 
payrolls, and hence consumer pur- 
chasing power, are at the best levels 
of the year. In this business, the 
normal seasonal pattern calls for 
sales to set successive new peaks for 


the year in the four months from Sep- 


tember through December, with the 
last quarter accounting for practical- 
ly a third of the total annual volume. 

Thus, a year whose most pros- 
perous period for business as a whole 
comes during the first eight months 
is a bad year for department stores— 
unless, as in 1937 and 1929, it has 
been so extraordinarily profitable 
during the spring and summer 
months as to offset the effect on fall 
and winter trade of a declining trend 
in public spending power. This year 
merchandising organizations have had 
the benefit of dollar sales which in 
each of the first eight months were 


gram. This influence will not only 
continue to operate for a considerable 
time, but should gather momentum 
over coming months, indicating that 
the sales prospects of retailing estab- 
lishments are very favorably defined. 

Retail prices have been higher this 
year than last, offsetting increases in 
merchandise costs and operating ex- 
penses. Profit margins have thus 
been maintained at satisfactory levels, 
and may even improve over the inter- 
mediate future. It has been demon- 
strated repeatedly that a sustained 
period of relative prosperity induces 
the public to expand its purchases by 
a greater amount than the mere per- 
centage increase in national income. 

The accompanying tabulation in- 
dicates the different leverage factors 
accruing to the common shares of ten 
leading department store units as a 
result of the varying relationships of 
sales volume to common stock capital- 
izations. It will be noted that prac- 
tically all of the high-leverage issues 
represent organizations whose profit 


Finfoto 


margins are low or, at best, no better 
than average. The single exception 
to this rule is May Department 
Stores, an issue which appears to pos- 
sess considerable attraction at present 
despite the fact that the stock at cur- 
rent levels is generously anticipating 
future improvement in earnings. 

R. H. Macy and Best & Company 
also occupy better-than-average posi- 
tions for those desiring good income 
returns from issues meriting a semi- 
investment rating and still offering 
longer term profit possibilities. Ina 
considerably more speculative cate- 
gory, but suitable for purchase by 
those in a position to assume sub- 
stantial risks, Allied Stores and Asso- 
ciated Dry Goods deserve considera- 
tion. In addition to large sales per 
share, these latter issues possess 
strong leverage factors as a result of 
sizeable interest and dividend require- 
ments on senior capitalizations. The 
other issues included in the tabulation 
appear to merit at least temporary 
retention, on a semi-speculative basis. 


ahead of the levels for the comparable 

months of the good year of 1939. HOW DEPARTMENT STORES LINE UP 

. From now on, of course, com- — 1939 Fiscal Year — *Latest Indicated 

"parisons will be made against a 
higher base, but 1940 sales should $61.70 3.1% (a)$126 +... 7 
continue to give a good account of (b)1.38 6 
ouned Federated Department Stores..... 119.57, 3.0 (b)2.94 1.25 19 
ast year's results. it 1s estimate Gimbel Brothers 94.37 15 (b)062 +... 7 
that purchasing power is now some = £0.15 7 
fi Kaufmann Department Stores.... . (c)1.91 0.80 13 
ive per cent above prevail Macy (R. H.) & 78.69 3.0 (b)236 200 27 
ing at this time in 1939, due to the Marshall Field & Co........0.00.. 43.23 5.5 (c)220 040 15 
stimulation of employment and pay- May Department Stores.......... 84.45 42 (b)3.90 3.00 52 
rolls by the national defense pro- *Period ended about: (a) January 31; (b) July 31; (c) June 30. fNot paying. tOne payment. 
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Ratings are from THE FINANCIAL Wor.p Inde- 
pendent Appraisals of Listed Stocks. 
individual Stock Factographs for further vital 
information and statistical data on these issues. 


Refer to in the magazine. 


and 


information regarded as 
no responsibility is assumed for their accuracy. 


“Also FW” refers to the last previous item 


Opinions are based on data 


reliable, but 


PRICES ARE AS OF THE CLOSING, WEDNESDAY, OCTOBER 23, 1940 


American Chicle A+ 
Shares appear adequately priced 
at current levels; approx. price, 127 
(ann. div., $4 plus extras; yield on 
ann. rate plus $1.25 extra paid so 
far this year, 4.1%). While operating 
costs of this unit have been advancing 
somewhat, increased sales volume has 
provided a satisfactory offset. Reflect- 
ing higher taxes, full year net is ex- 
pected to approximate $8.25 a share. 
This would compare with $8.79 a 
share in 1939. The chances favor pay- 
ment of a year-end extra of $1 a 
share, similar to the December, 1939 
disbursement. (Also FW, Apr. 10.) 


Associated Dry Goods Cc 

Though obviously speculative, 
existing holdings of shares may be 
retained in diversified lists; approx. 
price, 6%. If present trends are main- 
tained over remainder of 1940, As- 
sociated Dry Goods will report its 
biggest sales volume of recent years. 
Now in its most profitable period, 
earnings are understood to be running 
ahead of like 1939 levels. With an eye 
on prospects for a highly favorable 
Christmas season, unofficial expecta- 
tions are that net income will ap- 
proximate $2 a share in the current 
fiscal twelvemonth. In the preceding 
fiscal year, net was equal to $1.38 a 
share. (Also FW, July 17.) 


Bristol-Myers A 
Chief attraction of shares is for 
dividend income; approx. price, 45 


WHEN YOU INQUIRE 


Te insure prompt replies to in- 

quiries addressed to the Con- 
fidential Advice Service, subscribers 
are required to enclose a self-ad- 
dressed stamped envelope with each 
inquiry, which must be limited to a 
request for advice or information on 
a single N.Y.S.E. or Curb security. 
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(ann. div., $2.40; yield, 5.3%). In- 
dications are that Bristol-Myers had 
a big gain in sales during the Septem- 
ber quarter and that the improvement 
was reflected in net income for the 
period. Unofficial estimates are that 
third quarter net amounted to $1.15 
a share (compared with 92 cents in 
the like 1939 period). If this turns 
out to be the case, then practically 
all of the earnings lag of the first half 
will have been made up. (Also FW, 
Aug. 28.) 


Caterpillar Tractor B+ 
Though not on the statistical bar- 


gain counter, at current levels of 
47, stock is attractive for its cyclical 
potentialities (paid $1.50 so far this 
year). Shipments over the remainder 
of 1940 should continue to rise and 
prospects for the coming year are 
bright. In addition to demand on pri- 
vate account, Caterpillar faces the 
prospect of increasing business in con- 
nection with the national defense pro- 
gram. Results for 1940 should be the 
best since 1937, when some $5.10 a 
share was earned. (Also FW, Oct. 
2.) 


Continental Motors D+ 

As a low priced speculation, pur- 
chase of a moderate amount of shares 
is warranted ; recent quotation, 3%. 
Present backlog of around $50 million 
(including a recent British order for 
6,000 tank engines) will necessitate 


LINK-BELT SALES, 
NET AHEAD OF 1939 


reopening of Continental’s large De- 
troit plant, which has been idle for 
about a year. It is understood that 
machinery to equip this plant will not 
require additional financing. If cur- 
rent trends continue, net income in 
1940 should be around 20 cents a 
share. This would represent the best 
result since 1929, when 33 cents a 
share was shown. (Also FW, Aug. 
28.) 


General Cigar Cc 

With current trends apparently fa- 
vorable for this company, present po- 
sitions in shares may be maintained 
as a speculation; approx. price, 18 
(paid 75 cents so far this year). 
Aided by greater operating efficiency 
and stimulated by increased consumer 
purchasing power, earnings of Gen- 
eral Cigar are running well ahead of 
like 1939 levels, and the company is 
now profiting from recent extensive 
promotion of its “White Owl” (5- 
cent) brand. As compared with the 
25-cent quarterly payments seen thus 
far in 1940, year-end payment may 
be more liberal. 


Hinde & Dauch- B 

Fundamental industry trend is up- 
ward, and existing holdings of stock 
may be retained as a cyclical specu- 
lation; approx. price, 14 (indicated 
ann. div., $1). As one of the country’s 
largest producers of corrugated fibre 
boxes and related products, Hinde & 
Dauch has been enjoying increased 


With demand factors in an upward 
spiral, nine months’ sales of Link- 
Belt are unofficially estimated at 


around $20.5 million, versus $15.3 million in the like 1939 period. This 
points to a net income of around $2.40 a share in the first nine months, 


compared with $1.17 in the corresponding interval a year ago. 


As of 


September 1, 1940, backlog of this leading industrial machinery unit 
totaled roughly $4.5 million, against $3.3 million at the beginning of the 


current year. 
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demand. Occupying a non-integrated 
status, company is subject to higher 
raw material costs. This may tend to 
reduce profit margins. But thus far 
in the current year, earnings have 
continued their rising trend of recent 
years. (Also FW, May 8.) 


Hudson Motor Car C 
Now around 4, existing moderate 
holdings of shares may be retained, 
strictly as a speculation. With most of 
engineering costs absorbed in the first 
six months, Hudson reported a profit 
of around 33 cents a share in the Sep- 
tember quarter. In the like 1939 
period, there was a loss. Sales of com- 
pany’s cars in September were the 
highest for any corresponding month 
in the past 11 years, and around 47 
per cent ahead of the same month a 
year ago. (Also FW, June 12.) 


Libbey-Owens-Ford B+ 

Cyclical and longer range prospects 
justify retention of shares, now 
around 45 (paid $1.50 so far this 
year). In keeping with the usual poli- 
cy, directors will meet for fourth 
quarter dividend action around the 
second week of November. Libby- 
Owens-Ford showed $2.91 a share 
(after taxes) in the first nine months, 
compared with $1.55 in the like 1939 
period. With continued earnings 
gains indicated, the December pay- 
ment should equal—and possibly ex- 
ceed—the $1.25 a share paid at the 
1939 year-end. (Also FW, Sept. 4.) 


Reynolds Spring C 

Cyclical potentialities justify reten- 
tion of shares in speculative lists; 
approx. price, 10. In terms of the 


current calendar year, Reynolds 
should establish a new sales peak at 
around $8 million. With reference to 
earnings, recent tax adjustments have 
cut rather deeply into the nine 
months’ total. But when final figures 
for the recently inaugurated Septem- 
ber fiscal year are released, profit 
should be above the 1936 record of 
$2.11 a share. (Also FW, Sept. 4.) 


Sunshine Mining C+ 

Despite current low levels, around 
8, better opportunities for employ- 
ment of speculative funds exist else- 
where (paid $1.20 so far this year). 
Although higher silver prices have 
been ruling for more than a year, 
profit of this leading producer have 
continued to decline. This is ac- 
counted for chiefly by two factors: 
(1) Sunshine is now mining lower 
grade ores; (2) costs have been fur- 
ther increased by necessity for con- 
forming with the Wages & Hours 
Act. No change in the current down- 
trend is indicated. 


Thermoid, pfd. C+ 

Stock may be retained as a specu- 
lation on settlement of dividend ar- 
rears; approx. price, 33 (ann. div., 
$3). Buying has recently been noted 
in these shares, based on the possibil- 
ity that earnings will continue to run 
at relatively high levels. Although 
finances still leave something to be 
desired, some sources look for a com- 
paratively early discharge of pre- 
ferred dividend accumulations. 


United Engineering B 

Stock, recently quoted at 36, is at- 
tractive both for appreciation and in- 
come (paid $1.50 so far this year). 


With incoming orders rising rapidly, 
attention was directed to this issue 
recently and prices moved to the best 


levels of the year. Trading interest 
was additionally stimulated by an- 
nouncement of a revolutionary new 
hydraulic shell-forging process. Unit- 
ed Engineering is a leading manufac- 
turer of heavy rolling mill equipment 
and has a better-than-average operat- 
ing record. (Also FW, Aug. 24.) 


Walworth C 


Present trends warrant retention 
of shares, purely as a speculation; 
recent price, 5. Indications are that 
1940 will mark Walworth’s best earn- 
ings year since 1937, when profit was 
equal to 98 cents a share. With net 
of 21 cents a share, the September 
quarter was the year’s best to date 
and brought nine months’ results to 
35 cents a share. In the like 1939 
intervals, there was a loss. Official 
reports are that October’s incoming 
business is at the highest rate of any 
month this year; and the upward 


trend should continue. (Also FW, 
Aug. 7.) 
Waukesha Motor C+ 


Further growth prospects warrant 
maintenance of present positions in 
shares, now around 17 (ann. div., $1; 
paid 15 cents extra so far this year). 
Since beginning of the current fiscal 
year last August, bookings have in- 
creased and so have inquiries on new 
business. So far, no reports of direct 
Government work have been brought 
to light. But it is known that many 
of Waukesha’s customers are buying 
truck engines and other products to 
fill their own defense orders. (Also 
FW, Oct. 16.) 
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PARADES A_ \hat could have been 
LAME DUCK he reason for the 

SEC turning over to 
another Government agency a spe- 
cially prepared study showing how a 
small number of American families 
own a considerable interest in a group 
of large corporations? 

This is an old story in an ab- 
breviated form. Now it is only thir- 
teen families. Several years ago it 
was sixty. Are we to understand 
from this that due to the systematic 
processes of the New Deal to redis- 
tribute wealth, the other 47 families 
have lost their shirts? 

Bringing out this old bugaboo at 
this time smells a little too much of 
a campaign exhilarator. A futile ges- 
ture to make people believe they are 
still under the thumbs of our sup- 
posed “economic royalists.” 

Parading before the public such a 
lame duck cannot place the SEC in 
a favorable light. 

If there is to be any witch hunt 
for the economic royalists who con- 
trol our corporations, we can place 
the hunters on the right path. Go 
forth and find them among the 15 
million investors who today in their 
humble way and limited circum- 
stances own the bulk of these 
American enterprises. 


It is an old and estab- 
lished practice in po- 
litical campaigns to 
draw dark forebodings of what will 
happen to the people if the party’s 
candidates are not chosen, be they 
Republican or Democrat, and then 
when it is all over these warnings are 
retired to the limbo of forgetfulness. 

Back in the Bryan campaign there 
existed the same hysteria as now pre- 
vails. The nation would go broke, 
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money would not be worth anything, 
mortgages could be discarded if 
“sixteen-to-one” became a fact in- 
stead of a political issue. Today we 
have accumulated a silver hoard the 
size of which has probably never 
been seen in history. 

Now we are told that unless an 
immediate change is made in handling 
the fiscal policies of the Government, 
bankruptcy is just around the corner. 
That might come; who can tell, for 
sO many strange things are happen- 
ing. But there remains the hope that 
even if the New Deal is retained, as 
long as nearly $20 billion is being 
spent on defense, general business will 
remain sufficiently active to help stave 
off the evil day for awhile, at least. 

Or the miracle may happen that 
even in the muddled brains of the 
New Deal, common sense will return 
before it is too late. 

To be more moderate, it would be 
safer to say that if a more conserva- 
tive government was selected the eco- 
nomic life of the nation would be 
more quickly placed on a sounder 
basis than the present one. 


ARE PRICES Leon Henderson, high 

ord on the Defense 

Commission on com- 
modity prices, intimated at a press 
conference that prices of certain com- 
modities were approaching a stage 
where they could be construed as un- 
justified, singling out copper as a 
special example. In normal peace 
times, a 12-cent price was not con- 
sidered abnormal. 

If copper becomes scarce due to the 
heavy demand, the tendency of the 
price is to harden, and no one sitting 
in a soft chair in Washington can 
say “so much you can charge, and 


no more,” for prices are not regulated 
by human mandate but by the law of 
supply and demand. 

As the cost of living advances, labor 
to keep abreast of it will demand in- 
creased compensation and this cycle 
of advances forces up the prices of 
commodities, including copper. How 
can the metal be mined at a profit 
without the producers including these 
increases in the selling price? 

How Henderson is to control this 
expansion without dislocating basic 
economic conditions is a problem he 
will find exceedingly difficult to solve. 
There is quite a distinction between 
profiteering and a natural price ex- 
pansion, and dangerous is the task 
of any one endeavoring to assume 
such a Canute-like role. 

The President himself tried it in 
1937 only to realize to his sorrow 
that he had plunged the country back 
into the depression when it was really 
set for a substantial recovery. 


JAPAN ON What Japan has to gain 
THE SPOT from the pact she en- 

tered into with the Axis 
is most difficult to see. Neither Italy 
nor Germany could help her if a war 
broke out in the Pacific. Already 
engaged for nearly four years in a 
war with China, she has been un- 
able to crush the Celestial Empire, 
but has seriously weakened herself 
economically. 

Nippon has put herself in a bad 
spot for if she is bluffing to save her 
face before her own people, that bluff 
already was called when Great 
Britain reopened the Burma road 
over which China may move a con- 
siderable part of such war materials 
as she needs. 

Japan has also heard in no mincing 
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words from the United States that we 
will not stand any threats. 

Unless Japan wishes to commit 
hara-kiri she will not undertake any 
real war moves against either nation, 
for she could not conquer and hold 
either Indo-China, the Dutch East In- 


dies or any other Pacific possession 
simply with a navy whose fighting 
powers have still to be tested. She 
would need a large standing army, 
and it is generally known that this 
she cannot command, as the larger 
part of it is already engaged in hold- 


ing on to a large part of the territory 
of China. 

And economically, Japan has been 
so exhausted by her long Chinese 
war she is in no position to take on 
any fresh and more powerful com- 
batants. 


MAINTENANCE CUTS RAIL GAINS 


Carriers are improving properties 


to prepare for larger traffic volume. 


he large majority of American 

railroads showed impressive in- 
creases in net railway operating in- 
come for August, 1940, and the first 
eight months of the year. With the 
September reports beginning to come 
in, it is evident that big increases in 
earnings over 1939 will be much less 
numerous, and that a considerable 
number of declines will be shown. 

A less favorable comparison with 
last year, starting in September, was 
clearly indicated in any event, since 
in the ninth month of 1939 there de- 
veloped an exceptionally rapid up- 
ward surge of traffic volume. The 
rise in weekly carloadings from about 
660,000 in early August, 1939, to 


834,640 in the last week of Septem-- 


ber was substantially more than the 
normal seasonal expectation, and the 
gain continued to the week ended Oc- 
tober 21, which showed a total of 
over 860,000, larger than that of any 
week in the preceding nine years. 
Average weekly carloadings in Sep- 
tember of 1939 were the largest for 
that month since 1930 with the excep- 
tion of 1937; the October average of 
844,000 cars exceeded the previous 
post-1930 top of 819,000 in 1936 and 
was much larger than that of any 
other year since the beginning of the 
great depression. 


EARNINGS STATUS 


Thus it should not be regarded as 
disappointing that loadings have been 
running from 1 to 5 per cent below 
1939 in recent weeks. A traffic vol- 
ume of better than 800,000 cars week- 
ly, which has been maintained since 
the first week in September, is suf- 
ficiently high to indicate good earn- 
ings for the majority of railroads 
(even allowing for the fact that it 
represents the seasonal high for the 
year), and highly satisfactory earn- 
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ings for some of the more strongly 
situated carriers. However, it should 
be recognized that factors other than 
the all-important traffic volume and 
gross revenues will exert a consider- 
able effect upon reported net operat- 
ing income from month to month. 

One of the most significant of these 
influences is maintenance—money 
spent upon roadbed, track, structures 
and equipment (locomotives and 
cars). If railroad properties were 
maintained evenly on some fixed 
basis, regardless of fluctuations in 
traffic volume, the terminology would 
perhaps be more exact. But as a 
practical matter, this is never done. 
When traffic is light, wear and tear 
on equipment and roadbed can be 
made good with relatively small ex- 
penditures; when traffic volume is 
heavy, the reverse is true. And in 
the wide arcs of the traffic cycle, the 
pendulum often swings farther in one 
direction or the other than would be 
dictated solely by considerations of 
current traffic volume. During the 
more acute phases of the depression, 
many railroads skimped on mainte- 
nance to such an extent that proper- 
ties deteriorated seriously. In recent 
years, a great deal of this deferred 
maintenance has been made up, par- 
ticularly by roads which have gone 
into bankruptcy and some of the in- 
dustrial carriers which have had good 
traffic recoveries. 

Nevertheless, every decided spurt 
in traffic necessitates the expenditure 
of sums on track and equipment sub- 
stantially larger than the average for 
recent years. When traffic rises above 
the 800,000-car per week level, ser- 
viceable equipment on hand is barely 
sufficient to meet shippers’ needs. As 
a consequence, sharp rises such as the 
war-induced “boomlet” of last fall 
and the gain (approximately season- 


al) this year to a current volume of 
about 810,000 cars results not only in 
substantial orders for new rolling 
stock but also heavy expenditures out 
of current funds for rehabilitation of 
“bad order” equipment. Similarly, 
greater amounts are spent on track 
and roadbed. 

These “maintenance” expenditures 
were stepped up sharply in the latter 
part of 1939, and most of the eastern 
and southern roads continued this 
trend in the first eight months of 
1940. In that period, a number of 
western roads cut down their main- 
tenance outlays, or showed only small 
increases over 1939. However, this 
district has a disproportionate amount 
of receivership mileage, much of 
which had previously been brought 
up to a fairly high standard through 
rehabilitation programs which had 
been carried on for several years 
while the railroad companies were in 
the courts. 


MAINTENANCE INDICATIONS 


According to present indications, a 
renewed acceleration of maintenance 
expenditures began last month, tak- 
ing the railroads of the country as a 
whole. Employment statistics show 
6 per cent more employed on main- 
tenance of way than in September, 
1939, and an increase of more than 7 
per cent in employment on main- 
nance of equipment. These figures 
indicate that many roads will show 
lower net operating income than in 
September, 1939, since aggregate 
gross revenues will not differ greatly 
from the total for last year. 

How these factors operate may be 
illustrated by figures taken from the 
statement of Louisville & Nashville 
for August. Although gross reve- 
nues were $733,000 higher than in 


(Please turn to page 31) 
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FURTHER CHANGES 


REVISED 


PORTFOLIO 


Readjusted last June to conform more closely with 


the investor’s objectives this portfolio has made good 


progress and is subject to further revision now. 


By RALPH E. BACH 


Manager, 


Financial World 
Research Bureau 


he Financia Wortp of June 

19, 1940, included a discussion 
of the portfolio of an investor, well 
along in years, and suggestions were 
made as to how to effect a better bal- 
anced program and to increase the 
income afforded. The objectives of 
this individual had been stated as a 
combination of safety and assured in- 
come. It was pointed out then that 
the portfolio as constituted failed to 
conform to these requirements, and 
that ultimately this investor’s port- 
folio should be composed largely of 
fixed income bearing securities and 
consumers’ goods issues. 

With security prices at the lows of 
the year it was evident that a dras- 
tic revision of holdings so as to con- 
form completely with the indicated 
cbjectives might materially restrict 
the possibilities of capital recovery 
(market value of the portfolio then 
was 35 per cent below cost). But 
certain changes were advocated to in- 
crease and assure the income with- 
out, however, materially detracting 
from recovery possibilities. These 
changes reduced the total number of 
issues held from 26 to 21 and in- 
creased the annual income by $78. 


PROFITS RECORDED 


The portfolio as revised appears 
herewith. Market value has increased 
from $23,050 to $26,985, a net gain of 
$3,935. The securities then recom- 
mended for sale have subsequently 
increased in value $510. But the re- 
placements—although of a more con- 
servative character than the issues 
sold—have scored a net appreciation 
of $940. The progress made by the 
revised program bears out the opin- 
ion expressed at that time, that “In a 
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period when practically all securities 
have suffered regardless of intrinsic 
values, opportunities are presented 
to strengthen and improve _port- 
folios... .” 

Although the existing portfolio still 
contains a number of business cycle 
issues which are not generally suited 
to a program concerned primarily 
with safety and assured income, the 


outlook for well sustained business 
volumes suggests that a general re- 
vision of holdings may be carried out 
more advantageously later. llow- 
ever, certain minor changes may be 
undertaken now which will expand 
representation in fixed income se- 
curities and also effect an increase in 
annual income. 
The bond recommended for sale is FD 
currently quoted several points above FD 
call price, and it seems advisable to F 
secure this premium and devote the 
proceeds to other good grade issues 
offering a better yield and opportunity 
for moderate capital appreciation. 
(Please turn to page 31) j 
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*Including $1 per share in pref. stock. 


THE PORTFOLIO UNDER DISCUSSION 


SUMMARY OF RECOMMENDATIONS 


Securities to be Sold 


Par Amount Recent 
or Number Market Income 4 
of Shares Value 1939 . 
$2,000 Col. Gas & Elec. 5s $2,100 $100.00 
$2,000 N. Y., Chic. & St. Louis 4%4s 1978............... 1,200 90.00 
15 shs. West Penn Elec. 6% 1,530 90.00 
40 shs. American Cyanamid “B”....................005: 1,460 *64.00 
1,725 70.00 
840 60.00 
Baller Bearing... 1,440 75.00 


Par Amount 
or Number Recent Current 
of Shares Value Income 
$2,100 $100 

Securities to be Bought 

Par Amount 
or Number Recent Current 
of Shares Value Income 
$2,000 Louisiana & Ark. Ist 55 1969...............0000. $1,680 $100 
Agmoer & Go. (Del.) 79 2,160 140 
280 20 
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Published Weekly for Busy Investors Who Desire Specific Advice Quickly 


MARKET 
OUTLOOK 


Stock prices largely marking time awaiting outcome of 
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what may be one of the country's closest elections. In 
meanwhile, business activity holds to high levels for the 


most part reflecting the impetus of defense contracts. 


WITH THE political campaigns swinging into a 
final phase of intensity, financial circles have dis- 
played little interest in much else. Some months 
ago it had been felt that by the latter part of 
October it would be possible to come to a rea- 
sonably confident conclusion concerning the out- 
come of the election, and it was expected that by 
this time the markets would be anticipating the 
result. But even at this late date the various un- 
official polls are in sharp disagreement in their 
findings. However, the tide of public opinion ap- 
pears unmistakably to have been away from a con- 
tinuance of the policies that have prevailed in 
Washington in recent years, one of the factors 
which have encouraged the irregularly upward 
trend of the stock price averages since the middle 
of August. 


ABROAD, THE situation is becoming more con- 
fused, the significance of recent conferences be- 
tween the heads of various European states being 
concealed by strict censorship. But the fact that the 
German government has apparently felt it necessary 
to take such action would seem to augur well for 
the present British position. Here, informed ob- 
servers are still of the opinion that the war will 
continue through the winter, at least, which means 
no early cessation of the heavy purchases the Brit- 
ish have been making and which are helping sus- 
tain American industrial activity at high levels 
pending the time when our own armament pro- 
gram gets into full swing. 


AGGREGATE business activity has not changed 
importantly during the past several weeks, although 
the tendency has been toward further slight gains. 
But in some individual fields, new high records 
have recently been hung up. One of these is heavy 
engineering construction, where the impetus of the 
armament plan is now being felt most. For the 
most recent week, engineering contract awards to- 
talled more than $238 million, the highest weekly 
figure on record and 31! per cent above the pre- 


vious record established in 1930 (when the public 
utilities were attempting to help stem the forces 
of deflation with a large-scale expansion program). ~ 
The degree to which rearmament is responsible 
for this latest record is seen in the fact that of 
the total involved, 62 per cent constituted Fed- 
eral funds. While the next few weeks or so may 
not bring much in the way of further progress by 
the general business indexes, no significant let- 
down is indicated, and resumption of the rise should 
be seen before the coming year is far advanced. 


SPRING should bring the full effects of the arms 
expenditures, and with them a new high peak in 
industrial activity. Corporate earnings will not rise 
to the heights that would have been seen if the 
boom were of peace time character, but even 
after the toll of taxes has been taken numerous com- 
panies will be reporting results substantially in ex- 
cess of anything seen recently. Such a situation, 
together with the increasingly inflationary trends 
that are in prospect for the coming year or more, 
does not constitute the basis for a protracted de- 
cline in the stock price averages, regardless of the 
outcome of the elections. 


FROM A shorter term viewpoint, if the present 
Administration is returned to power by the results 
of the balloting November 5 the disappointment 
of business and investment circles may well be re- 
flected in a temporary price decline. But if, on 
the other hand, a tally of the votes shows that a 
change will be made on January 20 the back- 
ground for significant movement in the prices of 
selected stocks would be materially improved. In 
that event, it would be logical to expect that the 
greatest beneficiaries would be found among the 
utilities, particularly the utility holding company is- 
sues. Representatives of the heavy industries also 
should give a better-than-average performance, 
with those occupying a good position with respect 
to excess profits taxes favored. 


—Written October 24; Richard J. Anderson. 
(15) 
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RAIL EARNINGS FACTOR: Railway traffic is 
now at about its seasonal peak for the year, and 
the volume of better than 800,000 cars weekly that 
has been maintained since the first week of Septem- 
ber indicates that revenues for that month and 
October will be reasonably satisfactory. As for 
aggregate earnings, however, these are likely to 
dip below the levels of a year ago, for a special 
reason: According to present indications, a renewed 
acceleration of maintenance expenditures began 
last month, statistics showing a six per cent in- 
crease in maintenance of way employment as com- 
pared with September, 1939, and an increase of 
more than seven per cent in employment on main- 
tenance of equipment. Reflecting these changes, 
many roads will show lower net operating income 
than they did a year ago, inasmuch as gross rev- 
enues will not differ greatly from last year's levels. 
While this may not appear bullish for rail securities, 
the fact is that the roads are preparing for efficient 
handling of a heavy traffic volume in the months 
ahead. (Details on page 13.) 


RECORD AUTO OUTPUT: For the tenth con- 
secutive week, automobile production has risen 
again, Ward's estimate putting the latest weekly 
total at 114,672 units. Sufficient figures are now 
at hand to indicate that the current month will 
establish a new high record for any October in 
the industry's history, and trade observers also are 
looking for a record to be hung up for the fourth 
quarter. Of course, one of the reasons that pro- 
duction records are being made at this time is 
that the industry several years ago shifted the date 
of introduction of new models, thereby also shift- 
ing the usual production peak. Actual sales to the 
public are not keeping pace with production, nor 
do they ever do so at this period of the model 
year, the high rate of output being necessary in 
order to stock dealers. But indications are, how- 
ever, that a satisfactory level of sales is being 
maintained, and earnings results for the final quar- 
ter of the year should show good gains over the 
figures for the previous October-December period. 


STEEL UP AGAIN: A half-point rise in the steel 
industry's operating rate in the latest week puts 
activity at 94.9 per cent of capacity, thereby top- 
ping 1939's peak (94.4 per cent) attained last No- 
vember. A year ago this time the industry also 
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was operating in the 90s, but there are these dif- 
ferences to be observed: Capacity has been in- 
creased, so that a 90 per cent rate now means more 
actual steel than it did a year ago. And in 1939, 
the 90 per cent level was exceeded during a period 
of only a little more than two months. Less than 
three months after the turn of the year the rate 
was down to about 60 per cent, whereas there is 
every indication that operations now will remain 
at high levels for an indefinite period of time. De- 
spite the fact that the industry has not increased 
prices in the face of higher costs, the heavy sales 
volume is assuring very substantial profits to most 
companies. Furthermore, largely because of a 
high invested capital position the industry is in 
much better than average position with respect to 
the new excess profits taxes. 


RAIL EQUIPMENTS’ WAR BUSINESS: The 
railway equipment industry appears destined to en- 
joy anumber of years of comparatively high activity, 
thanks not only to demand from the railroads but 
also to the share of armament business that the 
companies have received. The importance of the 
latter becomes evident when contract totals are 
compared with actual sales for 1939. For instance, 
since July | of this year American Car & Foundry 
has received $67.4 million of defense orders, where- 
as total sales for last year came to $35.8 million. 
American Locomotive has booked nearly $38 mil- 
lion of such business during the past three months; 
1939 sales were $22 million. Baldwin Locomotive's 
war business comes to $52 million, vs. $31 million 
sales last year. Of course, profit margins of this 
type of business are not as wide as on the com- 
panies’ regular lines. But in addition to affording 
at least a moderate profit, armament production 
helps carry the overhead, thereby aiding aggregate 
earnings. 


TAXES TAKING TOLL: Aggregate corporate 
earnings are rising—but the rate of increase is 
being materially hampered by the more swiftly ris- 
ing burden of taxation. This is a situation that is 
being reflected in some of the interim earnings 
reports now coming to hand. For instance, Johns- 
Manville had sales of $16.4 million in the July- 
September quarter, vs. $14.4 million a year ago. 
Yet—because of a 136 per cent increase in taxes— 
net earnings rose only $173,000, equivalent to $1.80 
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per share vs. $1.58 for the same 1939 quarter 
A_perhaps extreme case is found in duPont's figures 
for the period. Although sales were up sharply, 
indicated earnings from the company's own opera- 
tions (and excluding General Motors dividends) 
amounted to only 84 cents a share as against $1.24 


a share for the third 1939 quarter. This is one of 
the reasons that stock prices are failing to keep 
pace with the rising rate of general business ac- 
tivity. 


COPPER SOLD FAR AHEAD: Despite the fact 
that producers’ domestic copper sales in Septem- 
ber established a new record by a wide margin 
at the level of 255,332 tons, demand for the pri- 
mary metal thus far during the current month has 
been maintained at a considerably higher-than- 
average rate; sales through October 22 totaled 
96,512 tons. A large portion of last months’ sales 
were for December delivery, though the ability of 
producers to make shipments on time is proble- 
matical. It is estimated that mine output is now 
sold for about five months ahead. Sales in recent 
weeks would have been even larger had producers 
not reverted to the policy of rationing metal ac- 
cording to their estimates of consumers’ actual 
needs. Reflecting the extremely tight spot supply 
situation, copper has sold in the “outside'’ market 
at a premium of |!/g cents a pound over the pro- 
ducers’ price, a most abnormal situation. The Sep- 
tember fabricators’ statistics, just released, disclose 
that shipments to customers by fabricators rose to 
92,875 tons from the August level of 81,063 tons. 
Fabricators’ unfilled orders increased from 213,537 
tons to 396,751 tons, while their undelivered pur- 
chases of copper (producers' unfilled orders) rose 
from 170,756 tons to 344,630 tons. 


CREDIT INFLATION ON WAY? A great deal 
more ground will have to be covered before any- 
thing approaching credit inflation has been 
reached, but trends are in the right direction and 
the movement is a fast one. The latest Federal 
Reserve member bank report shows another in- 
crease in commercial loans, this time of $50 mil- 
lion, bringing the total volume of borrowings to the 
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THIS WEEK'S HIGH GRADE 
SECURITY SELECTION 


For those who require the utmost in safety, re- 
gardless of yield, or the longer term effects of 
any sustained trend toward higher money rates, 
one preferred stock or bond is selected each week 
from the ranks of the high grade N.Y.S.E. listed 
securities. While many individuals will regard the 
returns thereon as inadequate for their purposes, 
these issues will be suitable for those to whom 
conservatism is a prime requisite. 


The selection this week: 


Market Call 
Issue: Price Price Yield 
Diamond Match $1.50 
cum. part. pfd.....  37'/2 Not 4.0% 
highest level since November of 1937. Important 


is the fact that the past six weeks have witnessed 
the loan total rising some $250 million—one of the 
quickest expansions on record. The immediate 
effect of these increases is, of course, to raise the 
earnings of the banks that are making the loans. 


NEWS FACTORS 
POSITIVE: 
Textile Activity—Experiencing highest demand since 
1936. 
Building Industry—Heavy construction running at 
best level in history. 


Auto Output—Attains new weekly high for 1940. 


Copper Use—Record breaking consumption indi- 
cated for red metal. 


NEUTRAL: 

Washington—Congressional check on wider Ad- 
ministration power looms. 

Wage-Hour Law—Lower maximum work-week and 
higher minimum wages go into effect. 


NEGATIVE: 
Priorities—President establishes 
right-of-way to armament orders. 


system to give 
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The issues listed here do not constitute all of 
the purchase recommendations made from time 
to time by THE FINANCIAL WORLD, nor is it 
intended that ones holdings should necessarily 
be confined exclusively to these securities. This 
service is to be regarded as’ supplementary to 
various other features which appear each week. 
Purchases of speculative issues should be made 
only when consistent with the policies outlined 
in the "Market Outlook" on page 15. 


RECOMMENDATIONS 


BONDS 
These bonds can be used to form an investment portfolio 
backlog. While not all are of the highest grade, they are 
reasonably safe as to interest and principal. 


FOR INCOME: 


Recent Current Call 


Price Yield Price 
Great Northern gen. 5s, '73..... 101 4.95%, Not 
Pacific Power & Light Ist 5s, '55.. 96 5.20 103'/2 
Pennsylvania R.R. deb. 4!/2s, '70.. 93 4.83 102!/, 
West. Maryland R.R. Ist 4s, ‘52... 91 4.39 Not 
FOR PROFIT: 
Allis-Chalmers conv. deb. 4s, '52.. 108 3.70 106 
Interlake Iron conv. deb. 4s, '47.. 93 4.30 105!/, 
Lion Oil Ref. conv. deb. 4!/2s, 96 4.68 102'/2 
Phelps Dodge conv. deb. 3'/2s, 52 108 3.24 105 
Phillips Petrol. conv. deb. 3s, '48.. 104 2.88 102!/, 
United Drug. deb. 5s, '53...... 91 5.49 104 


PREFERRED STOCKS 
FOR INCOME: 


These are good grade issues and suitable for investment 
purposes for income. 


Recent Current Call 
Price Yield Price 
American Water Works $6 cum... 94 6.38%, 110 
Chesapeake & Ohio $4 non-cum. 96 4.16 107!/2 
Crown Cork & Seal $2.25 cum. 
43 5.23 48\/, 
Tide Water Asso. Oil $4.50 cum. 91 4.94 107 


FOR PROFIT: 


Reasonably assured dividends and prospect of appreciation 
are combined in these issues. 


Radio Corp. $3.50 Ist cum. conv.. 59 5.93 100 
Union Pacific R.R. $4 non-cum.... 80 5.00 Not 
West Penn. Elec. $7 cum. cl. 'A’.. 103 6.79 115 
Youngstown Sheet & T. 512% cum. 90 6.11 105 


COMMON STOCKS FOR INCOME 


The primary attraction of these issues is dividend regularity 
and reasonable yield. While not devoid of appreciation 
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STOCKS Dive “Yield 19394940 
Adams-Millis ........... 23 $1.00 4.3% $3.54 b$1.56 
Best & Company ........ 31 91.85 5.9 j3.35 {3.42 
Borden Company ....... 20 1.20 6.0 1.81 60.75 
Carolina, Clinch. & Ohio 91 5.00 5.5 pS. Se 
Chesapeake & Ohio..... 41 3.00 7.3 3.49 3.14 
Corn Products .......... 45 3.00 6.6 3.32 1.89 
First National Stores.... 44 2.50 5.6 3.34 0.81 


possibilities, price movements will probably tend to be more 
restricted than in the selections of the ‘Business Cycle" group. 


R Indicated— Y 
ecent —Indicate ear o Far 
STOCKS Price Div. Yield 1939 1940 


25 9$1.35 54% $1.90 .... 
Louisville Gas & E. "A"... 20 1.50 7.5 2.33 x$2.76 
MacAndrews & Forbes... 29 {2.40 8.2 2.47 


Melville Shoe .......... 29 «2.00 6.9 2.65 b1.29 
Pacific Lighting ........ 40 3.00 7.5 3.60 y2.63 
Reynolds Tobacco "B"... 35 2.00 5.7 | eee 
Union Pacific R.R....... 83 6.00 7.2 6.74 = s1.77 


t—Dividend guaranteed by Atlantic Coast Line and Louisville & Nashville. 4—Including extras. a—First quarter. b—Half- 
year. c—Nine months. h—Fiscal year ended March 31, 1940. j|—I!2 months ended January 31, 1939 and 1940. r—9 months 
ended September 30. s—8 months ended August 31. x—1I2 months ended August 31. y—I2 months ended June 30. 


BUSINESS CYCLE STOCKS 


Occupying the best position for price appreciation in periods 
of rising markets, stocks of the business cycle type are 
logically more susceptible to price declines in periods of 
general market weakness. The issues listed in this group 
cannot be expected to resist the trend when virtually the 
entire market is declining but their potentialities are such as 


1940 —Earnings—— 
STOCKS Recent 
Allis-Chalmers ........... 37 $1.00 $2.09 b$1.47 
American Bank Note...... 9 =e DO0.57 b0.15 
American Brake Shoe...... 37 1.10 2.39 ¢2.13 
Amer. Car & Foundry...... 29 .... hD615  hD3.40 
American Cyanamid "B".. 36 $0.60 2.07 
Anaconda Wire & Cable.. 30 0.50 1.54 bI.18 
Bethlehem Steel ......... 83 3.50 5.75 66.10 
Bullard Company ........ 33 1.25 1.04 64.35 
Climax Molybdenum ..... 29 0.90 4.09 b1.38 
Commercial Solvents ..... 10 eae 0.61 b0.40 
Consolidated Coppermines 7 0.30 +0.56 t+b0.09 
Crown Cork & Seal....... 26 TF x 2.80 b2.06 
El Paso Natural Gas...... 35 1.50 3.75 x 3.85 
Glidden Company ....... 15 0.60 k1.70 0.47 


to warrant their retention in moderate amount in well diversi- 
portfolios. Naturally, the price changes which have oc- 
curred since original purchase recommendations of these 
stocks vary among the individual issues. Consequently, it is 
suggested that new subscribers consult our investors inquiry 
department before making initial purchases from this group. 


1940 ——Earnings—— 
Kennecott Copper ....... 33 $1.75 +$3.14 tb$2.29 
Lima Locomotives ........ 24 DO.54 
Macy (R. H.) ........... 271.50 
Mathieson Alkali ......... 30 1.12 1.12 c1.36 
McCrory Stores ......... 15 0.75 1.95 y2.06 
Montgomery Ward ...... 40 2.75 4.91 b1.83 
National Gypsum ........ 8 0.75 0.94 0.68 
Nat'l Malleable & Steel.... 24 0.75 2.60 c1.92 
Paraffine Companies ...... 38 1.75 93.40 0.77 
Pennsylvania Railroad ... 23 0.50 2.43 $1.41 
Standard Brands ......... 7 0.40 0.51 b0.34 
Thompson Products ...... 35 1.25 3.90 63.30 
Timken Roller Bearing.... 47 2.00 3.02 b2.07 


t—Before depletion. $t—Also paid $1! stock dividend in $10 par preferred stock. a—First quarter. b—Half year. c— 


Nine months. D—Deficit. g—Fiscal years ended June 30, 


Fiscal years ended January 28, 1939 and February 3, 1940. 


1940. h—Fiscal years ended April 30, 1939 and 1940. j-— 
k—Fiscal year ended October 31, 1939. s—8 months ended 


August 31. x—1!2 months ended August 31. y—I2 months ended June 30. 
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MARKETWISE AND OTHERWISE 


UP AGAIN and then down again, but always within 
a 5-point range—that just about expresses the market’s 
action during the month to date as well as the past 
week. Thus far in October, the familiar industrial aver- 
age has fluctuated between a maximum closing figure 
of 135.09 (October 3), and a minimum of 130.39 (Octo- 
ber 10). Following a two-day advance, the “averages” 
closed at 132.40 last Wednesday. Trading expanded to 
some 810,000 shares on the second day of the rise. 
While this was nothing to cheer about, it virtually du- 
plicated the best activity of the month. On Thursday, 
stocks closed fractionally lower on somewhat reduced 
trading activity. 


IT HAS BEEN a long time since domestic factors have 
provided the chief market influence, as at present. With 
the rival Presidential candidates racing down the politi- 
cal homestretch, foreign developments have become 
somewhat obscured in the mist of “family” problems. 
By all odds, the coming election is the No. 1 topic among 
brokers, traders and the public. And its effects are 
evident on every side. 


EXCEPT FOR some of the coppers and_ utilities— 
and also several preferred stocks—the share list showed 
little brilliance last week. Caution is the watchword, at 
least until after the nation’s trek to the polls. A num- 
ber of stocks, many of them specialties, have come for- 
ward over the past several weeks. But after a burst 
of activity, most of these have quickly returned to their 
original positions. It might be said that the market 
doesn’t display any “follow through.” Much of this, 
however, is obviously accounted for by profit taking. 


Most traders are quick to turn paper gains into actual 
cash these days. 


A COMMISSION HOUSE manager of one of the 
largest brokerage organizations in the country readily 
agrees that customers are currently holding off com- 
mitments on investment and speculative accounts. At 
the same time, however, he observes that tremendous 
buying power is lodged in the hands of the public. If 
Mr. Willkie is voted into the White House, this person 
looks for a boom in share prices. But if Mr. Roosevelt 
gains a third term, he expects a short, sharp reaction. 
This attitude is subscribed to by several of the statis- 
tical services. There usually is this qualification, how- 
ever: that the actual result will not have been discounted 
in the market beforehand. 


THIS IS THE time of year when thoughts turn to 
buying and the holiday season. Week by week, as the 
autumn season progresses, retail sales figures normally 
mirror an expansion in consumer spending. Last week, 
department store volume in the New York district went 
above the extremely high level of a year ago. While 
this has served to stimulate interest in the store stocks, 
only a few of the preferreds have been taken in hand 
and given a whirl. 


A PRIORITIES board has been established to speed 
deliveries of defense orders. It is the first such board 
in our peacetime history. Washington reports that it 
will be largely voluntary in nature. But these things 
move by steps. And the day when mandatory priorities 
will rule does not seem far off.—Written, October 24. 


Shares -—Price— Net 


Stock: Traded Open Last Change 
88,400 203% 223% +23% 
Paramount Pictures ......... 74,300 734 9 +14 
59,000 1814 19 +% 
Commonwealth & Southern... 42,700 1% 13% + 
General Motors .............- 39,700 49% 50 +% 
Youngstown Sheet & Tube... 37,100 3514 38% +3% 
32,400 134 +% 
32,000 4034 41% +1% 
General Electric ............. 31,500 3414 345% + % 


OCTOBER 30, 1940 


Stock : Traded Open Last Change 
31,200 2434 25% +1% 
Penmeyivania BR. .... 30,500 2234 231% +% 
Socony-Vacuum Oil ......... 28,800 7% 7% — 
N. ¥. Comtval 27,000 14% 1434 +% 
Nash-Kelvinator ............. 25,100 5 534 +% 
Anaconda Copper ............ 25,000 23% 23% —k 
ee . 25,000 65% 7% +1% 
Radio Corp. of America...... 24,200 434 5 +% 
24,000 144% 15 +% 
Am. Rad. & Stand. Sanitary.. 23,600 7% 7% —\&% 
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Machine Medley 


An entirely new adding-figuring 
machine in the portable class will 
soon be offered by Underwood Elliott 
Fisher—called the “Electric Duplex 
Quiet Model,” it is virtually two ma- 
chines in one because it combines two 
separate registers which give group 
totals and grand totals simultaneous- 
ly. . . . Lower priced steam turbines 
that will withstand higher tempera- 
tures have been made possible by 
General Electric through the develop- 
ment of a new alloy of columbium— 
to make a steel alloy of similar heat 
resistant properties would be much 
more expensive because of the large 
amounts of molybdenum, tungsten 
and vanadium required. . . . United 
Engineering & Foundry is credited 
with the development of the new hy- 
draulic shell forging machine which 
makes an entire shell case complete 
in a single operation—the equipment, 
however, was designed by the Domin- 
ion Engineering Works, Ltd., of 
Canada, an associated company... . 
Petroleum deposits, submerged under 
water (fresh or salt), can be made to 
yield their contents by means of a 
new drilling device of Shell Union 
Oil—as the equipment involves two 
barges, one underwater and_ the 
other on the surface, the process may 
come to be known as the “sink and 
float” method. 


A report from Washington re- 
veals that there will be no 
more presidential fishing trips 
until after the election—at least 
not on the water. 


Synthetics 


“Neoprene” continues to find more 
and more uses and thus may be rated 
as one of the more promising of the 
duPont synthetics—I'lexrock Com- 
pany has adopted it as the base for 
a new non-slip floor wax, while In- 
dustrial Products has fashioned it 
into a suit of work clothes for 
chemists. . . . American Cyanamid 
has acquired the formula for a new 
synthetic compound of sulfanilamide 
which may prove to be effective in 
the treatment of intestinal diseases— 
to be known as “Sulfanilyl-Guani- 
dine,” this product is expected to aid 
sufferers of typhoid, cholera and 
dysentery. . . . A new process for 
turning soft green wood into syn- 
thetic hardwood is being tested by 
Catalin Corporation of America—the 
method, which involves the injection 
of phenol formaldehyde resins into 


Loose 
Leaf 


Trussell Manufacturing Co., Poughkeepsie, N. Y. 


Now it’s easy.. 


Keep your personal affairs 


in order— 
KNOW WHERE YOU 
STAND — FINANCIALLY 


$My Finances$ offers the sim- 
plest method and most practical 
forms for keeping one’s per- 
sonal finances— 

Ask your stationer to show you 
$My Finances$. See for yourself 
why thousands of users praise 
it so highly. 

411PM—4.25 411HM—5.75 


We will gladly send you descriptive matter 
—or one of $My Finances$ on approval. 


the green wood and the extraction of 
sap and moisture, produces a “hard- 
wood” that is warp-proof, rot-proof 
and fire-resistant. .. . A new type of 
shingle which will give a house the 
appearance of having a slate roof has 
been developed by J. H. Hardy Com- 
pany—made of cotton and cement, 
these shingles can be made at the 
site of the building and laid wet as 
fast as they are formed. .. . Latest in 
back-scratchers is mounted with a 
realistic hand molded from soap, a 
Christmas gift offering of the Light- 
foot Schultz Company—the idea is to 
provide a gadget for the bath that will 
scratch and scrub the back at the 
same time. 


Rubber Rambles 


Unit cushions for the seats, backs 
and armrests of chairs will be fea- 
tured by Dunlop Tire & Rubber as 
‘“Dunlopillos’—these pillows will be 
molded of sponge rubber to replace 
the cushions on standard theatre 
seats. . . . Butadiene, a gas used for 
anesthetic purposes, is one of the 
basic elements in a new type of ar- 
tificial rubber compounded by du- 
Pont—the resulting product is ex- 
pected to serve in making tire treads 
and gaskets because of its ability to 
withstand abrasion and swelling. . . . 
Goodyear Tire & Rubber promises an 
improvement over rubber gloves in its 
new transparent mittens made of 
“Pliofilm”—priced to retail as low as 
10 cents a pair, these gloves may 
be utilized more generally for house- 
hold duties, in industrial plants and 
for certain outdoor sports. ... A sur- 
vey made by B. F. Goodrich Com- 
pany of the 32,000 different products 
manufactured by the rubber industry 
reveals that “rubber bands” are the 
most widely used—annual production 
is estimated at more than 10 billion 
bands. ... The lightest weight rubber 
overshoes yet is the claim of So-Lo 
Works in offering its “One Ounce” 
rubbers at 25 cents a pair—a single 
size fits all sizes of shoes, either left 
or right, and a pair can be rolled up 
to fit in a small purse or vest pocket. 
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Household Gadgets 


Stewart-Warner took its cue from 
the automobile industry and _ intro- 
duced its -1941 refrigerator models in 
mid-October, thereby scoring a 
“beat” by more than a month—up 
to now major refrigerator manufac- 
turers have not introduced new 
models until late in November... . 
Reports that Eureka Vacuum Cleaner 
would expand its facilities are con- 
firmed in the acquisition by that com- 
pany of the property and assets of 
the Progress Vacuum Corporation— 
whether Eureka will continue pro- 
duction of the “Progress” cleaner is 
uncertain. ... Noma Electric, special- 
ist in Christmas tree lighting sets, 
will attempt to straighten out its sea- 
sonal sales curve with the introduc- 
tion of a portable household electric 
heater—a feature of the appliance is 
that it automatically shuts off if tipped 
over... . The new turbine-type 
vacuum cleaner of Electro Specialty 
Company will be known as_ the 
“Hushomatik”—styled with neither 
blower nor bag, this cleaner is said 
to be practically noiseless and also 
causes no radio interference... . 
From England comes the report of 
something unusual in combination re- 
irigerators—the contents of this 
model can be removed in a few sec- 
onds, thus making the cabinet suit- 
able as a bomb-proof shelter for one 
person. 


Christenings 


The New York Automobile Show 
introduced two names which may 
serve to describe the types of cars of 
the future—General Motors offered 
the “Fireball” and Chrysler the 
“Thunderbolt.” . A new flood- 
lighting unit, designed by Westing- 
house Electric for munition plants, 
will be called the ‘“Tufflite Concen- 
trator.” .,. Champion Paper & Fiber 
has started publication of a new 
house organ for the trade under the 
title of Stet, which actually is the 
proofreaders’ term for “let it stand.” 
. . . Rolstad Manufacturing is pro- 
moting a new barber’s shaving soap 
mixer in a streamlined plastic case 
under the tradename ‘“‘Barsope.” . . . 
Newest light-weight model by Frue- 
hauf Trailer will be known as the 
“Acrovan” because it is constructed 
from aluminum alloys in the same 
way as a modern airplane. . . . “Hold- 
Rite” describes the new magnetic at- 
tachment of Artcraft Waterproof 
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ANY BOY 


can make motor 


e For a thing so important to 
modern life, an electric motor is an 
amazingly simple device. Just a few 
pieces of steel, iron and copper, 
wound with coils of wire. Any 
bright boy can follow instructions 
and make one that will run.* 


Yet the most romantic story 
ever told could be written about the 
electric motor. It runs practically 
every mechanical device inuse today. 
It turns the wheels of industry. It 
carries people to work from the 
suburbs to the topmost floors of tall 
buildings. It changes housekeeping 
from dreaded drudgery to delight- 
ful adventure. Our daily lives and 
livelihoods depend—more we 
realize—upon the smooth, effortless 
spin of a thousand electric motors. 


¢ In fact, electric motors are so 
common nowadays that we accept 
them as our primitive ancestors ac- 


cepted air, water and fire. We flick 
a switch—and an automatic razor 
zips off our whiskers. We push a 
button—and our automobile motor 
starts. A faucet turns—and a far- 
away pump delivers water. A vacu- 
um cleaner cleans, an electric fan 
cools, an adding machine adds, a 
phonograph plays—and it’s all au- 
tomatic, as far as most of us, are 
concerned. 


e We have been making electric 
motors for a great many years—in 
fact we’ve made millions and mil- 
lions of them. Naturally, we have 
improved their design and construc- 
tion considerably since 1886. We 
can remember when we thought a 
%-horsepower motor, which took 
up more than a cubic foot of room, 
was a pretty commendable achieve- 
ment. Now we can pack the same 
horsepower into a third of the space, 
sell it for less, and save the user a 
big dividend in operating cost. 


¢ But after all, it’s fitting the 
motor to the job that really counts. 
A %-horsepower motor anda 10- 
horsepower job just can’t be com- 
bined. Neither can an oil rig and a 
motor designed for an air condi- 
tioning system. That is why West- 
inghouse offers stock motors in 
thousands of types, sizes and rat- 
ings. And if none of these is exactly 
what is needed, a special model will 
be built to order. 


e The electric motor is “bread 
and butter” to us—and to almost 
everyone else. The more we learn 
about the jobs it can do, the more 
we can add to its usefulness. Mean- 
while, we keep right on with the 
testing, experimenting and improv- 
ing that have helped to make the 
electric motor the unsung hero of 
American progress. 


%* Maybe you know a bright boy who would like to have us send him a little book telling how he 
can make a toy motor that will run. Just write Westinghouse, 306 Fourth Avenue, Pittsburgh, Pa. 


WEN Aa 
ip / 
“4 
; AS 


Products that was devised to keep a 
shower curtain tight against the side 
of a bathtub. ... An improved 
“trouble light” for repairmen that is 
said to throw light around corners 
will be offered by the Emeloid Com- 
pany as the “Mekanix-Lite.” 


Odds & Ends 


The reports of the successful tests 
of the “Klystron” generator for send- 
ing electrical power by short-waves 
did not tell the whole story—the ex- 
periments were conducted by West- 
inghouse Electric, but the rights to 
this device are owned by Sperry Cor- 
poration. .. . The “Canda Cloth” of 
Collins & Aikman which has been 
used mostly for automobile uphol- 
stery in the past may soon find a new 
market—it is being tried out for 
women’s top coats and men’s suitings. 
. .. The last word in a stop-watch is 
the claim for the latest timing device 
of Precision Scientific Company—this 
stop-watch operates by electricity and 
counts tenths of seconds as easily as 
an automobile speedometer reels off 
tenths of miles. . . . The quiz idea 
seems to be spreading in the movies 
since Radio-Keith-Orpheum _intro- 
duced the film version of “Informa- 
tion Please”—-Columbia Pictures will 
soon introduce a series of question- 
and-answer shorts, the first of which 
will be “Take It or Leave It.” ... 
The biggest improvement yet in bed- 
clothes is the new combination sheet- 
and-pillow-case perfected by Rook & 
Rook—the sheet is styled in such a 
way that one end forms a tube into 
which the pillows can be inserted. 


REAL ESTATE 


NEW JERSEY 


GENTLEMAN’S country estate farm, 32 acres, 


ment, tools. No encumbrance, low taxes. British 
officer’s family must sell. Triflers please do not 
answer. Box 512, Financial World, 21 West St., 
New York City. 


price $12,500, easy terms. A rare bargain. A. 
Nickerson, Beachwood, N. J. 


VIRGINIA 


BEAUTIFULLY wooded sites between ocean and 
fresh water lakes, and bays, duck hunting and 
ideal fishing; for permanent homesite this is in- 
comparable. For further information write J. 
Lawrence Lyle, Virginia Beach, Va., or if you 
wish intelligent information on hunting and fishing. 


he list as a whole showed little 

net change in price but substan- 
tial gains were recorded in individual 
issues, mainly in the rail group. A 
number of high grade rails, including 
Pennsylvania generals, reached new 
highs; also several speculative rail 
liens including Milwaukee generals 
and Wisconsin Central bonds. West- 
ern Unions edged forward to new 
highs and Walworth 6s advanced 
sharply. Strength in Canadians was 
a feature of the foreign list. 


MILWAUKEE REORGANIZATION 


Court approval of the final ICC 
plan of reorganization for Chicago, 
Milwaukee, St. Paul & Pacific created 
new interest in the defaulted bonds 
of this road, especially the Chicago, 
Milwaukee & St. Paul general mort- 
gage liens. The latter advanced to 
new 1940 highs around 30. In view 
of the fact that, for each $1,000 par 
value of generals, the plan allocates 
approximately $275 to $285 (depend- 
ing upon which series is held) new 
first mortgage bonds as well as sub- 
tantial amounts of income bonds and 
preferred stock, St. Paul general 
mortgage issues do not appear over- 
valued at present prices. 

The court upheld the ICC’s ruling 
placing the Terre Haute bonds on a 
partly contingent basis (234 per cent 
fixed interest and 114 per cent con- 
tingent upon earnings). This is 
probably the most controversial as- 
pect of the reorganization. The Terre 
Haute bondholders have claimed that, 
since the property covers its fixed 
charges, their bonds which are guar- 
anteed by the Milwaukee Road should 
not be disturbed in reorganization. 
The judge pointed out that this would 
leave the Terre Haute bondholders 
with a highly disproportionate amount 
of the fixed income bonds of the re- 
organized system (in relation to mile- 
age). Also that, in view of the “fact 
that the profitable character of the 
Terre Haute is dependent upon the 
continued operation of the rest of the 
system, it would seem neither to be 
unfair nor unreasonable nor inequi- 
table that the Terre Haute bond- 
holders be requested to make some 
sacrifice in order to maintain the con- 


tinued operation of both properties 
upon a basis reasonably assured of 
prospective earnings.” 

In this connection, it is pointed out 
that the ICC and the court have the 
power to disaffirm the Terre Haute 
lease in the event that bondholders of 
this line do not go along with the 
plan. 


CONNECTICUT POWER 3s 


The new-issue of $4 million Con- 
necticut Power is unusual in several 
respects. First, it is entirely a “new 
money” issue, the proceeds to be used 
for installation of new plant and 
equipment. Second, the bonds are 
being offered to the company’s stock- 
holders at the rate of 1/83 of a bond 
(in the principal amount of $500) for 
each share of common stock. It is 
not unusual for convertible or other 
stock option bonds to be offered first 
w stockholders, but in this imstance 
the first and general 34s are a 
straight investment issue. Neverthe- 
less, the rights have proved valuable 
to stockholders, who are entitled to 
subscribe at par for bonds which have 
recently sold around 111 in when- 
issued trading over the counter. 


ABITIBI 5s 


Abitibi Power & Paper 5s, which 
were a feature of the market week be- 
fore last, have receded several points 
from the high of 60 which was 
reached when it appeared probable 
that reorganization of the company 
would be effected through judicial 
sale of the assets. Only one bid for 
the properties, of $30 million, was 
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neg most beautiful, must be seen to appreciate, every 
modern convenience, large beautiful home, com- | 
pletely furnished, antiques, imported silver and 
4 furnishings worth half purchase price. Value 
$18,000, sacrifice $12,000; few miles from Atlantic Ss ; 
itv. 1 block from all centres. Tractor, equip- 
TOMS RIVER—A modern estate on beautiful 
xy Toms River, 6 bedrooms, 3 baths, steam heat, i 
2-car garage; over one acre landscaped grounds; i 
3 t. waterfront with bulkhead and boathouse; 4 
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This_ bid, 
which was made by the bondholders’ 
committee, was rejected because it 


submitted to the court. 


was less than the “reserve bid” or 
upset price. The amount of the lat- 
ter, fixed by the court, was not re- 
vealed. 

The earnings of the company are 
showing substantial improvement, 
amounting to $5.9 million for the nine 
months ended September 30, 1940, 
compared with $1.9 million in the like 
period of last year. However, the 
latest development is rather discour- 
aging, since the reorganization has 
dragged on for years, and the re- 
peated failure of efforts to remove the 
company from the courts suggests 
further long delays before the reor- 
ganization processes are completed. 


ELECTION MARKET? 


In Wall Street discussions, there 
has been some conjecture to the ef- 
fect that the sustained strength in the 
market for municipals and other tax 
exempts reflects purchases by inter- 
ests who are anticipating a Roosevelt 
victory. It is argued that reelection 
of the New Deal Administration 
would assure continuation of existing 
conditions in the money market, no- 
tably extremely low interest rates, and 
also a further tendency on the part 
of capital to seek “storm cellar” in- 
vestments. On the other hand, elec- 
tion of Mr. Willkie would tend to re- 
store confidence to the owners of cap- 
ital, and through revival of industry 
and the eapital markets, lead to higher 
interest rates. Under these circum- 
stances, according to this hypothesis, 
purchase of Governments and mu- 
nicipals at present high prices would 
be illogical. 

Although there is some logic to 
this argument, it is by no means con- 
clusive. Willkie’s election might start 
a trend toward higher interest rates, 
but there is no certainty of any such 
consequence. Furthermore, the most 
reasonable explanation of the recent 
strength in tax exempts is to be 
found in the fact that higher income 
tax rates will prevail in 1941, no mat- 
ter who is elected. This prospect 
naturally increases the value of the 
tax exemption feature, especially for 
wealthy investors. 


GE STOCKHOLDERS UP 


to the company, Gen- 
eral Electric stockholders now 
total 211,611, an increase of 1,758 
Over a year ago. 
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New Issue 


This announcement ts under no circumstances to be con. or igpe as an offer of these securities 

Jor sale or as a solicitation of an offer to buy any of such securities. 

only by the offering prospectus which, however, does not constitute ano. fre rbyany underwriter 

to sell these securities in any state to any person to whom it is unlawful for such 
underwriter to make such offer in such state. 


The offering is made 


October 22, 1940 


$29,000,000 


Columbus and Southern Ohio Electric Company 
First Mortgage Bonds, 314% Series due 1970 


Price 107% 


plus accrued interest from September 1, 1940, to the date of delivery 


Copies of the offering prospectus may be obtained from the undersigned 

(one of the underwriters named in such prospectus) only by persons to 

whom the undersigned may legally offer these securities under applicable 
securities laws. 


Dillon, Read & Co. 


CORTELYOU DIES 


eorge B. Cortelyou, Sr., former 
G president of Consolidated Gas 
Company (now Consolidated Edi- 
son), died early last Wednesday at 
his home in Huntington, Long Island, 
at the age of 78. His death followed 
a slight heart attack the preceding 
Friday. Although retired for the last 
five years, Mr. Cortelyou had been 
active in public life and served three 
presidents—McKinley, Theodore 
Roosevelt and Grover Cleveland—as 
private secretary. One of his most 
important posts was Secretary of the 
Treasury under Theodore Roosevelt. 
Ever a staunch Republican, Mr. Cor- 
telyou served as Republican National 
Chairman from 1904 until 1907. 


To Owners— 


Executives of 
Industrial 


Corporations 


A financial client of this firm is 
in position to negotiate additional 
substantial capital requirements 
for such businesses that can show 
a record of able management, in- 
creasing markets and earnings, 
and enjoy a high rating in their 
respective fields. Communications 
will be held in strictest confidence 
by our client. Address Box 32, 
c/o Albert Frank-Guenther Law, 
Inc., Advertising, 131 Cedar St., 
New York, N. Y. 
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Monthly High and Low Prices of 


800 STOCKS 
CHARTED 


(From Jan. 1, 1933: to Nov. 1, 1940) 


1929's High Prices, and Yearly Earnings 
and Dividends Since 1933 Also Included 


The forthcoming issue of the “STOCK 
PICTURE” portfolio shows how stock 
prices were shattered in May and points 
to some rare buying opportunities for 
those who possess vision and courage. 


Think of getting 800 charts of all the 
most important and all the most active 
stocks listed on the New York Stock 
Exchange and the New York Curb at an 
average cost of 1% cents per chart! 
That’s what the “STOCK PICTURE” 
brings you for $10.00. 1929’s High Prices 
are given, 1932 Low Prices are indi- 
cated, and Yearly Earnings and Divi- 
dends since 1933 are now included. 


And the monthly high and low prices 
of those 800 stocks are charted for the 
most important period since the 1929 
collapse—FROM JAN 1, 1933, RIGHT 
UP TO NOV. 1, 1940—NEARLY 
EIGHT COMPLETE YEARS—FOR 
ONLY $10.00. Newly revised edition 
ready Nov. 7. 


Sample chart from “STOCK PICTURE” and 
list of 800 stocks charted FREE on request. 


Chart Portfolios Mailed Same Day Remittance 
Is Received 


@ook Buyers Living in New York City Add 
2% Local Sales Tax) 


FINANCIAL WORLD BOOK SHOP 
21 West Street New York, N. Y. 


American Red Cross 


A New Factograph Manual 
Reserve Your Copy Now 


(See Page 2) 
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BUSINESS BOOM 


Concluded from page 6 


There are other important com- 
ponents of the general business pic- 
ture which are omitted from the FRB 
index for less convincing reasons. 
The most noteworthy omission is the 
building construction industry, for 
which outlays exceeded $13 billion in 
each of the years 1925-1929 (Depart- 
ment of Commerce estimates). Quot- 
ing again from the article “Measure- 
ment of Production” in the Septem- 
ber Federal Reserve Bulletin, “physi- 
cal volume of construction activity is 
subject to broader long-term swings 
than manufacturing and mining, and 
is an important element in business 
cycle analysis. It is not included in 
the index, however, partly because its 
production process covers a_ long 
period of time and is difficult to 
measure on a monthly basis,” and 
also because current statistics of 
building activity are unsatisfactory. 

Although the arguments presented 
to justify the omission of building 
construction are at least debatable, it 
does not appear that the experts have 
been quite consistent even if it be ad- 
mitted that the comment summarized 
above is entirely valid. The state- 
ments on building construction, with 
respect to the length of the produc- 
tion process and the inadequacy of 
current data, apply with equal or 
greater force to shipbuilding and the 
manufacture of machinery and loco- 
motives. For instance, the construc- 
tion of ships requires months—and 
for the larger units years—for com- 
pletion. Current production volume 
from month to month is very difficult 
to measure. 


IMPORTANT ADDITIONS 


Nevertheless, shipbuilding is in- 
cluded in the index; also locomotives, 
with methods of computation revised 
in an effort to obtain a better meas- 
ure than was afforded by these series 
in the old index. Furthermore, a 
number of important additions have 
been made—baking, canning, chemi- 
cals, furniture and machinery— 
which were not included in the old 
index because of the difficulty of ob- 
taining satisfactory data. For these 
series, production estimates are ob- 
tained by compiling man-hours 
worked and adjusting these statistics 


for changes in output per man-hour, 

As stated in the description of the 
new index in the August Federal Re- 
serve Bulletin, this “was a major 
task.” It appears doubtful that the 
compilation of an index series for 
the highly important building con- 
struction industry would have been 
more onerous, or the resultant pro- 
duction estimates more subject to 
error. 


CERTAIN DISCREPANCIES 


The construction industry deserves 
especial attention because of its 
normally high importance in the gen- 
eral business situation, and also be- 
cause it provides an interesting clue 
to certain discrepancies which become 
evident when the 1929 and current 
FRB index figures are compared, in 
relation to the comparative showing 
made by other business measure- 
ments. Making allowance for differ- 
ences in price levels, it may be esti- 
mated with a fair degree of accuracy 
that the average monthly total of all 
building contracts awarded in the 
first nine months of 1940 was only 
about 75 per cent of the monthly 
average for the full year 1929, de- 
spite the sharp increases in recent 
months. Comparison with 1928 
would be even more unfavorable. 

If this industry were included in 
the FRB index and given a weight 
commensurate with its normal im- 
portance in the general business pic- 
ture, the current index figures would 
obviously make a less favorable com- 
parison with 1929. 


x *k * 


Part Il of this article, which will appear 
in an early issue, will discuss other aspects 
of the new FRB index, including the base 
period, the influence of new industrial series 
upon the trend of the index, the implica- 
tions of growth in population, and the lack 
of agreement with other indicia of general 
economic welfare. 


MARINE EXPANSION FOR 
GENERAL ELECTRIC 


he week, General Electric Com- 
pany arranged for the expendi- 
ture of $11.5 million to expand its 
present facilities for manufacturing 
propulsion equipments for the U. S. 
Navy. This is in line with the com- 
pany’s policy of anticipating, insofar 
as is possible, the requirements of the 
defense program for regular lines of 
GE equipment. 
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he week ending November 2 is 

the week before election. Nu- 
merous phenomena suggest that the 
outcome of this election is incompara- 
bly more important in determining 
the long term trend than the war. 
The pre-election week is 22 weeks 
from the second leg of the May-June 
bottom, which consisted of three 
down thrusts terminating at 110.61, 
110.51 and 110.41; this same time 
interval measured the 38-point decline 
from November, 1938, to April, 1939, 
and also embraced the 37-point 
counter upward swing into Septem- 
ber, 1939. Just twice that time se- 
quence has its incidence at the top of 
1940 in January. Perhaps even more 
important, the time distance from the 
election to the war peak of Septem- 
ber 13, 1939, is exactly the same as 
the interval from the 120 bottom of 
April, 1939, to the 110 bottom of 
May-June. Volume ratios, and huge 
triangular market movements, dating 
from the 1932 bottom, also have their 
incidence and conjunction at the time 
of this election. 

While it seems evident that a major 
market movement hinges upon the 
election, the cross-currents are so 
numerous that considerable sifting of 
the evidence is necessary. Volume 
has been dropping steadily since Sep- 
tember 5. The market has been un- 
able to make any real progress since 
that date. The industrial averages 


have merely been zigzagging within a 
3-point radius from the 132-center, 
the current position of the market. 
The recent 6-point decline from 
135.86 on October 3 to 129.47 on 
October 15 was sufficient to drive a 
number of the leading stocks below 
the limits of the channel in which 
they have traveled since last June. 
While the upward movement was 
strong enough to bring the industrial 
averages up to the level of the 34- 
weeks’ moving average curves, no 
penetration has occurred, and the 
curves continue to point downward. 
Public utility averages (the group 
most sensitive to political factors) 
after a vigorous recovery in May and 
June, have made no further progress. 
Rhythmic analysis indicates that our 
industrial stocks and composite bond 
averages, wheat and commodities in 
general (both spot and future) and 
also the London market have all 
made tops of considerable importance 
for the time being, and the same thing 
may be true of business production. 
These various factors would have 
extremely bearish significance under 
the standards that have prevailed in 
recent years, but should another mod- 
erate decline to a point below the 
October 15 level develop before elec- 
tion, it could signal that the “second” 
bull market since 1932 is in progress. 
—Written October 23, 1940, W. 


Brian W atson. 


34-WEEKS’ MOVING AVERAGE TRENDS 


These chart studies are presented for those interested in the technical aspects 
of the market and are not to be construed as recommendations or as indi- 
cations of THE FINANCIAL WORLD’S opinion on the stock market. 
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Note: The above chart includes Weekly Range of the Industrial Average; Moving Average 
Trends with two-weeks' lead; Time Sequencies and Channel Lines. 


OCTOBER 30, 1940 


Upon request, and without obli- 
gation, any of the literature listed 
below will be sent free direct 
from the firm by whom issued. To 
expedite handling, each letter 
Should be confined to a request 
for a single item. Print plainly 
and give both name and address. 


Items of Interest Department 
THE FINANCIAL WORLD 
21 West Street, New York 


ACCURATE TOUCH TYPEWRITING 


18-page booklet for anyone who wishes 
to learn to write by touch. Also for 
Secretaries who wish to increase their 
speed and accuracy. Please write on 
letterhead. 


HAND BOOK OF BUILDING 
MAINTENANCE 


74 pages of new phases of building 
maintenance of interest to building 
managers and superintendents. Hun- 
dreds of odd jobs at lower cost, in less 
time, with better results. 150 illustra- 
tions. Request on your business letter- 
head. 


A CAREER IN LIFE INSURANCE 
FIELD WORK 


An interesting 30-page booklet cover- 
ing every phase of this subject. 


OPENING AN ACCOUNT 


24-page informative booklet prepared 
by a New York Stock Exchange firm. 


CONTINENTAL AVIATION AND 
ENGINEERING CORPORATION 


Prospectus on Common Stock avail- 
able upon request. 


HOME HEATING AND 
AIR CONDITIONING 


Completely illustrated literature ex- 
plains home heating and air condition- 
ing—how it affects the health, com- 
fort, and convenience. Valuable to 
those planning to build and present 
home owners who plan to modernize. 


HOW TO BUILD BETTER HOMES 


To provide livability and comfort; 
economy in operation; lasting home 
values ; guaranteed protection. A most 
valuable booklet for anyone owning a 
home or expecting to remodel or build 
one. 


AMERICA’S SMARTEST BOATS 


Beautifully illustrated brochure de- 
scribes 100 style-leading models at 
new low prices, features and specifica- 
tions unobtainable from any other 
boat builder. 


COMFORT AND CLEANLINESS 
IN YOUR HOME 


This booklet brings you the facts about 
a great advance in low-cost, warm-air 
heating for homes. For home owners 
only. 
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The American Agricultural Chemical Co. 


General Cigar Co., Inc. 


. P. 
Data revised to October 23, 1940 <Eamings and Price Range (AHD) 


Incorporated: 1913, Delaware, as subsidiary 40 


of Conn. Co. formed in 1893. Latter in 1981 30 smce nanos | 
under reorganization pian transferred all its 20 

assets to the Del. Co. Office: 50 Church 10 yO —— 
Street, New York City. Annual meeting: 0 tes 


Third Wednesday in September. Number 
of stockholders (October 17, 1940): About 
5,6 DEFICIT PER SHARE 


Capitalization: Funded debt.......... None $1 


Capital stock (mo par) ........ 627,981 shs » 1933 ‘37 ‘38 ‘39 1940 


Business: An important factor in the production, manufac- 
ture and sale of chemical fertilizers. Produces its own phos- 
phate and sulphuric acid requirements but purchases all other 
ingredients from the outside. Also produces other chemicals. 

Management: Progressive and efficient. 

Financial Position: Excellent. Net working capital June 30, 
1940, $13.8 million; cash, $3.9 million. Working capital ratio: 
15-to-1. Book value of stock, $29.40 per share. 

Dividend Record: No payments from 1922 to 1933; resumed 
in 1934. No fixed rate. 

Outlook: Diversification of markets and expansion into the 
industrial chemical field give company some protection against 
the traditionally low profit margins prevailing in the fertilizer 
business. Trend of farm income is an earnings determinant. 

Comment: Although enjoying a better-than-average record 
among fertilizer producers, the capital stock nevertheless em- 
bodies the characteristic risks of that industry. 

“EARNINGS, DIVIDENDS AND PRICE RANGE OF CAPITAL STOCK: 


iscal 
Year’s -—— Calendar Year's 

Qu. ended: Sept.30 Dec. 31 Mar. 31 June 30 Total Dividends Price Range 
1932 D$0.37 DS$0.43 1933.. $0.01 $0.26 D$0.5 None 1154— 2% 
33 DO.15 1934.. 0.42 1.37 $0.33 16 — 8% 
D0.03 1935.. 0.76 1.54 0.84 1933—13% 
0.02 1936.. 0.47 1.24 1.33 2954—16 3% 
0.22 37.. 0.80 1.89 2.59 33%—17 % 

0.18 0.47 1.55 1.43 2814—22 

DO0.20 0.21 1.47 1.30 244%4—16 
D0.17 0.15 1.62 70.90 721 —12\% 


“Based on present capitalization, giving effect to 3-for-1 split in September, 1938. 
+To October 23, 1940. 


Duplan Silk Corporation 


. P. 
Data revised to October 23. 1940 oFamnings and Price Range (DUP) 


Incorporated: 1917, Del., as successor of 40 

Duplan Silk Co. formed in 1898. Office: 30 TAGE MONSON 

498 Seventh Ave., New York City. Annual 20 oO 

meeting: Second Tuesday in 

Number of stockholders (January 31, 1940): - 

Preferred, 500; common, 750. Fiscal _yearonds May 31 $3 

Capitalization: Funded None 4 

Common stock (no par).......... 270,000 shs 1933 °34 °36 ‘37 ‘38 1940 


*Callable at $115 a share. 

Business: Manufactures broad silks, rayon and mixed fab- 
rics. Also weaves rayon fabrics and processes silk and rayon 
yarns on commission for other firms. Greater part of business 
is in rayon. Customers include garment manufacturers, con- 
verters, retailers and hosiery makers. 

Management: Capable and progressive. 

Financial Position: Adequate. Working capital May 31, 1940, 
$2.3 million; cash, $310,512. Working capital ratio: 3.1-to-1. 
Book value of common, $15.12 a share. 

Dividend Record: Regular payments on preferred since issu- 
ance. Common dividends in each year since 1918; present 
annual $1 rate (payable semi-annually) in effect since 1929. 

Outlook: Company has a favorable long term outlook by 
virtue of its well established position in the rayon industry. 
Relatively favorable earnings record should be maintained. 

Comment: Preferred is closely held; is usually quoted at a 
substantial premium. Common represents one of the more 
“stable” situations in the inherently speculative textile field. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


Fisea -—Calendar Year’s——, 
Half-year ended: Nov. 30 May 31 Year’s Total Dividends Price Range 
D$0.81 $1.00 15 — 5% 
es $1.50 193 $0.41 1.91 1.00 23 —13% 
. ere 0.97 1935.... 0.04 1.01 1.00 19 —12 
Sree 0.72 1936 0.30 1.02 1.00 18%4—13% 
aaa 0.93 1937 1.30 72.06 1.00 17%—10 
a ea 0.54 1938 0.16 0.70 1.00 12 — 8% 
eS 0.59 1939.... 0.44 1.03 1.00 14 —10 
ee 0.65 1940.... 0.36 1.01 11.00 t13%— 9% 


*Not reported. +After surtax: half-year earnings are without this tax. fTo October 
23, 1940. 


Data revised to October 23. 1940 


Incorporated: 1906, New York, as United 80 
Cigar Manufacturers Co. Name changed in 60 
1917. Office: 119 West 40th Street, New 40 | 
York City. Annual meeting: First Thursday 20 


in March. Number of stockholders (De- 0 
cember 31, 1939): preferred, 700; common, 
5,560. 


EARNED PER SHARE So 


Capitalization: Funded None 
Preferred stock 7% cum. non- 
callable ($100 par)........... 50,000 shs 1932 °35_°36 1939 
Common stock (no par)......... 472,982 shs 


Business: Largest domestic manufacturer of large and 
medium sized cigars. While represented in all classes, efforts 
are now concentrated upon the lower priced field in which 
“Wm. Penn,” “Van Dyck” and “White Owl” are leading brands, 
Also makes “Robt. Burns” in medium priced class. 

Management: Capable and aggressive. 

Financial Position: Very strong. Working capital June 30, 
1940, $21.1 million; cash, $3.6 million; marketable securities, 
$512,368. Working capital ratio: 14.4-to-1. Book value of com- 
mon stock, $37.20 a share. 

Dividend Record: Regular preferred dividends since 1906; 
varying payments on common in each year since 1909. 

Outlook: As a whole, cigar consumption is still in a secular 
downtrend. But company’s important representation in the 
5-cent field, where sales have shown a rising trend during the 
past several years, is an offsetting factor. 

Comment: Preferred has investment attributes. Common 
has a good measure of income appeal. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


Year's 
Qu. ended: Mar. 51 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 
0.45 $0.84 $1.16 $1.16 3.61 $4.00 383%—20 
0.05 0.51 D0.70 0.93 0.79 4.00 4854—24\%4 
0.52 1.16 1.14 4.19 *7.00 5934—27 
Le 0.50 0.51 0.89 1.75 3.65 *7.00 64%—416% 
0.51 0.48 1.00 1.13 3.07 4.00 59%e—49 
0.38 0.25 0.90 1.27 2.80 3.00 524%4—22 
epee 0.29 0.13 0.49 0.85 1.81 2.00 28 —20% 
Se 0.10 0.21 0.16 0.65 1.12 1.75 2514—16 
0.41 0.45 70.75 719 %—12% 


“Including $3 extra. *To October 22, 1940. 


Great Northern Iron Ore Properties 


searnings and Price Range (GNI) 
40 
Data revised to October 23, 1940 
Oreanized: 1906 as a Trust, Main oftie: |? 
St. Paul, Minn. Number of beneficial in- 0 
terest certificate holders: Not reported. 
Capitalization: Funded debt........... None EARNED PER SHARE $1 
Beneficial Interest Certificates—_ _ 0 
1,500,000 shs 1932 ‘33 °36 1939 


Business: Is in effect a trust, deriving income from dividends 
on capital stock of seven proprietary subsidiaries and from 
interest, rentals and miscellaneous sources. The major steel 
companies are included among the lessees of ore lands owned 
or controlled. Trust holdings include fee and_ leasehold 
interests in the iron ore land in the Mesabi District, Minn. 

Management: President with company since organization. 

Financial Position: Typical of an investment company or 
trust. Net working capital December 31, 1939, $4 million; 
cash, $4.8 million. Working capital ratio: 5.6-to-1. Book value 
of stock cannot accurately: be calculated. 

Dividend Record: Payments made in every year since 1907, 
except 1932 and 1933. No regular rate. 

Outlook: Long term earnings outlook is favorable in view 
of defense program’s demands upon the steel industry, but 
gains will be restricted until substantial advance royalties 
paid in prior years have been worked off. Price level for iron 
ore is not an important earnings factor. 

Comment: Principal interest in stock is for speculative in- 
come and as an inflation hedge. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CERTIFICATES: 


Years ended Dec. 31: 1934 1935 1936 1937 1938 1939 1940 
Earned per share.... $0.37 $0.36 $0.47 $0.84 $0.52 $0.80 wees 
Dividends paid ...... 0.50 0.50 1,25 1.50 1.25 1.25 * $0.75 

Price Range: , 
_ 15% 16 223% 15% 221% *18% 
8% 9% 16 10 12% *11% 


*To October 23, 1940. 


(For additional Factographs please turn to page 28) 
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Concluded from page 8 


Corporation is a fraud and non-exis- 
tent. Its opinions have received 
strong corroboration from decisions 
in two courts, and also in reports of 
the Securities & Exchange Commis- 
sion. 

But that isn’t all. What is the 
relative status of securities held by 
the public as distinguished from simi- 
lar inter-company holdings? And 
then there is the problem presented 
by the approximately $200 million of 
Company bonds now held in escrow 
under the Plan of Rearrangement of 
Capitalization. Interesting to note, 
in this connection, is that the Hopson 
management represented the 1933 
plan as being one thing when it ac- 
tually was another. The SEC ex- 
pressed the matter succinctly in one 
of its reports, a few years ago, when 
it said: 

“The plan did not call for a bargain 
between the creditors and the equity 
interests involving mutual concessions 
by both. The options offered by the 
management pitted the interests of the 
debenture holders against cach other.” 
(Italics from the Commission’s 
port.) 
Particularly if the “Re-Cap Plan” 

is outlawed, then, will the persons 
who accepted it, or their assignees, 
have the right to reconvert into thei 
original holdings? Under the circum: 
stances, it is practically impossible for 
the lay observer to answer this and 
other questions. To repeat, these are 
matters for the courts to decide. 

In any event, the A. G. & E. System 
seeins destined to spend a long time 
in the courts. Furthermore, as de- 
clared by the General Protective 
Committee some months ago, bulk of 
the reorganization will actually be 
completed before any final so-called 
“Plan of Reorganization” is submit- 
tel to security holders. By way of 
illustration, this committee states that 
“The reorganization now in process 

.. will involve integration and sim- 
plification of the entire System; pur- 
chases, sales and exchanges of sub- 
stantial properties and other assets ; 
very substantial refundings of securi- 
ties and obligations of subsidiaries ; 
and sweeping revisions in personnel.” 


NOTE: The conclusion of this two-part 
discussion of the Associated Gas & Elec- 
tric situation will appear in a coming 


ISSUC, 


OCTOBER 30, 1940 


New Tax Factor Affects 
Every Security You Own 


Prompt Revision of Your Portfolio and Program May Be 
Necessary to Conserve Your Capital and Income 


OW will the new Federal taxes affect the corporations whose 


securities you own? 


Will they be able to meet the one-third 


normal tax increase as well as excess-profits taxes, and still improve 
their earnings and maintain or increase dividends? 


Many corporations will, but others will barely be able to offset the 


higher tax imposts. 
have to reduce dividends. 


Into which group does each of 
your investments fall? Every one 
of your holdings will be affected, 
one way or another; and if you 
are to protect your income and 
your capital you must determine 
promptly which of your present 
holdings to retain and which to 
sell, as well as what replacements 
to make. 


These new tax questions, how- 
ever, comprise only one of many 
major factors that must be con- 
sidered in formulating your invest- 
ment policies and revising your 
portfolio. The trend of the war— 
the swiftly changing economic 


Some, even, will be unable to do this, and may 


situations throughout the world— 
political, industrial and other “de- 
velopments at home—all these 
create new problems and pose new 
questions for the investor. 


To interpret these developments 
intelligently is a full-time job for 
a staff of expert analysts, and 
through the Financial World Re- 
search Bureau just such guidance 
is available to you. This organiza- 
tion devotes its entire time to 
gathering, correlating and inter- 
preting the myriad data influencing 
investment values, and its invest- 
ment supervisory procedure will 
help you get the maximum returns 
from your investments. 


Register your investments for continuing supervision by our staff of 
investment advisers who plan every step for you, and supervise your 
progress through direct, personal correspondence and consultation. 
There are no printed bulletins, no group recommendations. 


The annual fee is small—one-fourth of one per cent of the value of 
your holdings at enrollment. The minimum fee ($125 a year) applies to 
portfolios valued up to $50,000. Mail your list of securities with the 
minimum fee today—or use the coupon for complete information. 


| explain FINANCIAL WORLD 
obligation to me ow 
your Service will aid me RESEARCH BUREAU | 
I a 21 WEST STREET NEW YORK, N. Y. i 
I better income and profits. Objective: | 
i I enclose a list of my Income [] Capital enhancement [] j 
securities and their cost. (or) Both [1 | 
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International Agricultural Corporation 


United Electric Coal Companies 


Earnings and Price Range (IGL) 


Data revised to October 23, 1940 10 
Incorporated: 1909, New York. Office: 61 8 l-snce nance 
Broadway, New York, N. Y. Annual meet- 6 
ing: Fourth Tuesday ‘in January. Number of 4 
stockholders (January 5, 1940). Preferred, 2 
1,065; common, 2,907. 0 Fiscal year ends June 30 $2 
Capitalization: Funded debt...... $4,500,000 EARNED PER SHARE 
*Prior preferred stock (7% cum VW] 
100,000 shs $2 
Common stock (no par).......... 436,044 shs $4 


1933 "34 °35 °36 ‘37 ‘38 1940 


*Redeemable at $110 a share. 

Business: Sales of finished fertilizers to cotton and tobacco 
growers are principal source of revenue. Company has exten- 
sive phosphate rock deposits, and also produces most of its 
sulphuric acid requirements. These raw materials, phosphorus, 
nitrates and sulphuric acid, are basic needs in time of war. 
Holds a 62% interest in Union Potash and Chemical, which is 
developing potash deposits in New Mexico. 

Management: Experienced and progressive. 

Financial Position: Very strong. Working capital June 30, 
1940, $5.7 million; cash, $1.9 million. Working capital ratio; 
19.9-to-1. Book value of common, $7.65 a share. 

Dividend Record: Irregular. After lapse of six years $3 was 
paid on preferred in 1937, and $2 in 1938. Accumulations 
September 1, 1940, $84.25 a share. Nothing ever paid on com- 


mon. 
Outlook: Because of overcapacity of the industry and 
chronic instability of fertilizer prices profit margins are 


usually slim and often non-existent. 

Comment: Capital readjustment is indicated by large pre- 
ferred accumulations. Both issues are definitely speculative. 

EARNINGS [RECORD AND PRICE RANGE OF COMMON: 


Years ended June 30: 1936 1937 1938 1939 1940 
Earned per shar....D$0.69 D$0.99 D$1.55 $0.16 D$1.01 D$1.32 D$1.57 
Years ended Dec. 31: 
Price Range: 
6% 5 5% 9% 3% 35% 
2 2% 2% 2 2 1% | 


“Po October 23, 1940. 


Philip Morris & Co., Ltd., Inc. 


Earnings and Price Range (MO) 
Data revised to October 23, 1940 4 PRICE RANGE Lj 
Incorporated: 1919, Virginia. Office, 909 40 
meeting: Second Tuesday in July. Number ——— 
of stockholders: About 5,800. 
Capitalization: Funded debt.......... None m ABZ 
Capital stock ($10 par).........- 882,397 shs AA 
1933 "34 ‘35 °36 ‘37 ‘38 ‘39 1940 


Business: Manufactures the “Philip Morris English Blend” 
cigarette, retailing in the 15-cent field. This item accounts for 
about 85% of total sales. Also produces “Marlboro,” “English 
Ovals,” and “Paul Jones” (a 10-cent brand) cigarettes. Makes 
“Dunhill Majors” cigarettes (on a royalty basis) and “Revela- 
tion” and “Bond Street” tobacco. 

Management: Progressive and efficient. 

Financial Position: Adequate. Working capital March 31, 1940, 
$24.8 million; cash, $1.5 million; inventories, $32 million. Work- 
ing capital ratio: 2.9-to-1. Book value of stock, $32.50 a share. 

Dividend Record: Regular preferred payments since issu- 
ance in 1938. Common dividends paid 1920-21; 1923; 1928 to 
date. Present annual rate, $3 plus extras. 

Outlook: Company should benefit from reduction of tariff on 
Turkish tobacco, which is used to a great extent in its “English 
Blend” cigarette, but is more vulnerable to effects of new taxes 
than other cigarette manufacturers. 

Comment: Common now represents one of the more strong- 
ly situated units in the tobacco industry. 

*EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 


Fiscal -——Calendar Year’s——, 
Half-year ended: Sept. 30 Mar. 31 Year’ Total Dividends Price Range 
$0.27 1932 $0.53 $0.80 $0.67 4% 
1932 0.39 1933. 0.28 0.67 0.67 5% 
ae 0.35 1934. 0.46 0.81 0.67 32%— 75% 
1.25 1935.... 1.25 2.50 0.67 45%—23% 
1.43 1936. 2.44 3.87 71.00 67 %—44 
2.19 1937. 2.59 §4.59 $3.00 635,—43% 
4.03 1938. 3.84 §7.27 $4.50 95%—30% 
3.97 1939.... 3.53 7.50 $5.06 103%—74 
4.40 1940. 3.93 8.33 975.00 197 %—68 


*Adjusted to present capitalization giving effect to 50% stock dividend in November, 
1938. In addition issued subscription rights. Including extras. §After surtax; 
half-year earnings are without this tax. {To October 23, 1940. 


Earnings and Price Range (UCC) 


Data revised to October 23, 1940 25 
Incorporated: 1918, Del., name changed to 20 
present title 1921. Executive office: 307 1S saves wanes 
North Michigan Ave., Chicago, Ill. Annual 10 
meeting: First Friday in October. Number 5 
of stockholders (October 1, 1938): 2,200. 0 Fiecal year ends July 31 
Shee: Funded debt.. .. -$687,000 EARNED PER SHARE 
*Notes payable ........... $2,000,000 $1 


$1 


1933 ‘34 ‘35 ‘37 ‘38 ‘39 1940 


*Secured by general mortgage on real and 
personal property. 


Business: Mines bituminous coal from properties in Illinois, 
by stripping method. Open pit mining with electrically oper- 
ated shovels makes for low costs and flexibility of production 
schedules. Estimated reserves are around 75 million tons, the 
major portion of which is available for strip mining. 

Management: Capable and experienced. 

Financial Position: Restricted. Net working capital July 31, 
1940, $829,528; cash $124,134. Working capital ratio: 3.7-to-l, 
Book value of capital stock, $11.89 per share. 

Dividend Record: No common dividends since 1929; irregu- 
lar payments prior thereto. 

Outlook: Despite company’s favorable competitive status 
as a low cost producer, adverse position of the industry ap- 
pears to limit potential increases in earning power. But pur- 
chase of new equipment suggests better earnings. 

Comment: Stock embodies a substantial degree of risk. 

*EARNINGS RECORD AND PRICE RANGE CAPITAL STOCK: 


8 
Fiscal Year's 
ended: Oct. 31 Jan. 31 Apr. 30 July 31 Year's “Total Price Baw 
932 $0.1 D$0.21 D$0.32 D$0.46 8%— 1 
D0.06 D0.34 DO0.42 7%— 3% 
0.05 D0.32 D0.17 3% 
0.10 0.03 0.32 8%— 4 
0.22 D0.09 0.43 94%— 2% 
0.09 D0.01 0.44 8%— 3 
0.11 D0.03 0.32 8%— 34% 
0.16 D0.14 0.33 t53%— 2% 


*Based on 306,000 shares through July 1936 and thereafter on capitalization out- 
standing at end of each period. {To October 23, 1940. 


Wilson & Company, Inc. 


Data revised to October 23, 1940 oEamings and Price Range (WIL) 

Incorporated: 1925, Delaware, as successor 20 }——— 
to business established originally in 1853. 15 —— 
Office: 4100 South Ashland Avenue, Chicago, 10 
Ill. Annual meeting: Third Tuesday in 5 
February. Number of stockholders (Janu- 0 9 
ary. 2. 1940): Preferred, 5,645; common, $1 
Capitalization: Funded debt..... $21,427,000 DEFICIT PER SHARE $1 
*Preferred stock $6.00 cum. Fiscal year ends Oct. 28 


*Callable at $100 per share. 


Business: Third largest domestic meat packer, in point of 
sales volume. Chief products are fresh beef, pork, lamb, mut- 
ton, veal, together with by-products and derivatives. An ex- 
tensive distributing system is operated. 

Management: Capable and experienced. 

Financial Position: Strong. Net working capital October 29, 
1939, $38.2 million; cash, $3.9 million; inventories, $28.7 mil- 
lion. Working capital ratio: 6.1-to-1. Book value of common, 
$8.44 per share. 

Dividend Record: The 1935 recapitalization plan eliminated 
substantial arrears on old stock. Regular payments on new 
preferred from that date through May, 1838; irregularly since. 
No common payments since 1937. 

Outlook: While maintenance of a relatively high level of 
consumer purchasing power is important, changes in meat 
supplies and prices will remain the most important factors 
in the earnings outlook. 

Comment: The stocks continue in a speculative position, 
despite improvement as a result of the war influence. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 
Fiscal year ended 


about Oct. 30: 1934 1935 1936 1937 1938 1939 1940 

*Earned per share 
(adjusted) ......... $0.94 $1.08 $1.06 $0.29 D$0.96 $0.63 

Calendar Years: 

Dividends paid ....... None 0.375 0.50 0.50 None None FNone 


*Giving effect in all years to present capitalization and excluding bond discount. 
October 23, 1940. 


(For additional Factographs please turn to page 30) 
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ne of the principal units in the 
United Light & Power Sys- 


) tem, the Columbus Railway, Power 
| & Light Company in 1936 sold $26 
| million of first & collateral 4s of 1965 
at 101% to redeem several smaller 
issues, to purchase additional prop- 
‘erty, and to reimburse the company 
' for expenditures previously made. In 
_ 1937 a number of wholly owned sub- 
| sidiaries were merged with the com- 
) pany, and the latter changed its name 
‘to the present title of Columbus & 


Southern Ohio Electric Company. 
Last week, taking advantage of the 
lower level of interest rates now pre- 


_ yailing, the company sold an issue of 


$29 million first 3%4s of 1970 to fur- 
nish funds for the redemption (at 
105) of the 4s of 1965 and of a $1.9 


' million issue of 3%4s of 1968, in ad- 


dition to increasing the general cash 
account. 

Columbus & Southern Ohio Elec- 
tric does approximately 90 per cent 


_ of the entire electric power and light 


' business in Columbus (Ohio) and 


neighboring communities. It also 
conducts a passenger transportation 


_ system in Columbus and its suburbs, 


electric sales. 
_of fixed charges in recent years was 


' although some 80 per cent of total 


operating revenues are derived from 
Narrowest coverage 


in 1934, when interest requirements 


' were earned 2.41 times; each subse- 
quent year has registered an increase 
' in this margin, with coverage for 


1939 amounting to 4.27 times. 
The new first 3%4s of 1970 were 


' offered at 107 by a syndicate headed 
' by Dillon, Read & Co., and includ- 


ing Blyth & Company, First Boston 
_ Corporation, W. C. Langley & Com- 


pany, R. W. Pressprich & Company, 
Halsey, Stuart & Company and 


Harriman Ripley & Company. 


x * 
From a memorandum filed by the 


_ SEC in connection with a court ac- 
» tion by the Detroit Edison Company 
seeking exemption from the pro- 
' visions of the Public Utility Holding 
_ Company Act, it is learned that the 
_ utility may soon undertake the re- 
funding of $99 million first 4s and 


445, 


This would constitute one of 
the largest refunding operations of 
the year, although topped by the $108 
million Southern California Edison 
offering several weeks ago. The most 
recent large public bond offering 


OCTOBER 30, 1940 


made by Detroit Edison was in 1936, 
through a. syndicate headed by Coffin 
& Burr and First Boston. 

x * 

Crane Company recently placed in 
SEC registration a $10.5 million issue 
of 10-year debenture 214s; proceeds 
of the sale are to be used for redemp- 
tion of the presently outstanding 
$10.6 million debenture 314s of 1951. 
The offering was made last week at 
101%. 

Pennsylvania Glass Sand Com- 
pany contemplates calling its $7 pre- 
ferred stock for redemption on Janu- 
ary 1 at $120 per share. Funds 
therefor were secured last week by 
the sale (through Harriman Ripley 
& Company, Smith, Barney & Com- 
pany, and Merrill Lynch, E. A. 
Pierce & Cassatt) of 31,000 shares 
of new 5 per cent preferred at $102 
a share. The latter issue is callable 
at 110 to September 30, 1950, and 
at 105 thereafter. 


Concluded from page 8 


up its revenues by such a substantial 
amount is particularly noteworthy in 
view of the fact that rate reductions 
were made from 1936 through 1938 
which, had they not increased the de- 
mand for telephone service, would 
have caused a loss in annual income 
of over $50 million. Most of these 
cuts, however, were made in long dis- 
tance rates and had the same bene- 
ficial effect on use of Bell System 
facilities which has been characteris- 
tic of similar reductions in the past. 

In the twelve months ended Sep- 
tember 30, the parent company boost- 
ed its earnings to the record level of 
$182.8 million, equal to $9.78 a share. 
The full year’s earnings will prob- 
ably be close to this ‘level, perhaps 
slightly ahead of it. That this is not 
due to payment of dividends to the 
parent company in excess of sub- 
sidiaries’ earnings is evidenced by the 
fact that net income of the Bell Sys- 
tem applicable to American Telephone 
stock equaled $10.92 a share in the 
twelve months ended August 31. 
Had the new normal tax rate been in 
effect last year, it would have reduced 
Telephone’s earnings by only 11 cents 
a share on a parent company basis, 
and 72 cents a share on a Bell System 
basis. 


About These Books 
for Investors? 


“BUSINESS BAROMETERS AND _INVEST- 
MENT" (1940) by Roger W. Babson. Guid- 
ance in making your investments and definite 
< in future business planning; 264 pages, 
3.00. 


“10-YEAR RECORD OF EARNINGS AND 
DIVIDENDS" (1940) Tabulation of year-to- 
year earnings and dividends (1930 to 1939) 
for all stocks listed on N. Y. Stock Exchange, 
paper covers, $1.00. Keen investors will refer 
to these comparative records again and 
again. 


“WHAT THE FIGURES MEAN” (1935 Re- 
vised) by Spencer B. Meredith. Judging the 
financial position of stocks from intelligent 
study of corporation reports; 70 pages, $1.00. 


“INTERPRETATION OF FINANCIAL STATE- 
MENTS" (1937) by B. Graham & S. B. Mere- 
dith. How to grasp the real significance of 
balance sheets and income accounts; 122 
pages, $1.00. 


“SECURITY ANALYSIS" (1940 Revised) by 
Graham & Dodd. Aids to determine the in- 
vestment or speculative values of specific 
securities; 851 pages, $5.00. 


“INVESTMENTS” (1937 Revised) by David F. 
Jordan. Advice to protect investor not only 
in purchasing but in holding securities and 
in case of reorganization; 426 pages, $4.00. 


“THE EBB & FLOW OF INVESTMENT 
VALUES" (1939), by Edward S. Mead and 
Julius Gredinsky. Sound investments must be 
in expanding or prosperous industries, not in 
declining ones. Aids in selection of good 
stocks, 513 pages, $5.00. 


“FINANCIAL AND BUSINESS FORECAST- 
ING" (1928) by Warren F. Hickernell. Story 
of "Mississippi Bubble", "South Sea Bubble” 
and other historic panics; analysis of business 
conditions and trends as basis of stock market 
forecasting. 2 volumes, 910 pages, published 
at $12.00; special price to reduce overstock, 
$2.00. 


FREE ON REQUEST: 


(1) List of Books on “Stock Speculation" 


(2) Samples of Daily, Weekly or Monthly 
"Stock Charts" 


(3) List of Books on “Stock Market Invest- 
ment" 


(4) List of Books and Charts on “Trading in 
Wheat and Commodities" 


(5) Sample Ruled Forms from "Mi-Reference”" 
and "My Finances"—Personal Investment 
Record Books. 


Books Mailed Same Day Remittance Is 
Received. Book Buyers Living in N.Y. City 
Add 2%, Local Sales Tax 


Financial World Book Shop 


21 West Street, New York, N. Y. 
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Marine Midland Corporation 


United Corporation 


Earnings and Price Range (MM) 
25 
Data revised to October 23, 1940 20 SESE 
Incorporated: 1929, Del. Office: 15 Exchange 15 
Place, Jersey City, N. J. Annual meeting: 10 
Third Wednesday in February. Number of 5 
stockholders (December 31, 1939): 27,137. 0 
Capitalization: Funded debt........... Non $2 
Capital stock $5 par........0. *5,664,522 = EARNED PER SHARE $1 
ployees Service Corp., a subsidiary. 1932 "34 “36 ‘37 °38 1939 


Business: One of the largest group banking systems in the 
U. S. Through stock ownership (in most cases 98%), controls 
21 banks operating a total of 88 offices in 34 New York State 
communities. Nucleus of the system, Marine Trust Co., of 
Buffalo, is largest bank in N. Y. State outside of Manhattan. 

Management: Capable; includes prominent bankers. 

Financial Position: Adequate. Due to the nature of the 
company *s business a breakdown of working capital position 
is not possible. Book value, December 31, 1939, $9. 46 a share. 

Dividend Record: Payments at varying rates in each year 
since organization; no stated rate at the present time. 

Outlook: Lowering of interest rates on time deposits and 
wider use of service charges has aided earnings of controlled 
banks but earnings have been relatively low in recent years 
because of restricted demand for commercial credit. 

Comment: Due to the nature of the company’s holdings, the 
shares tend to reflect conditions in the bank stock market. 


*EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 


Year’s 

ended: Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 

$0.29 $0.35 $1.25 $0.80 14%— 6% 
1933 peeeebes $0.21 $0.20 0.21 0.27 0.89 0.40 ll4%e— 5 
ee 0.18 0.19 0.16 0.22 0.75 0.40 ees 5% 
——EEs 0.17 0.18 0.17 0.21 0.73 0.40 9%— 5% 
tbieeness 0.18 0.18 0.19 0.26 0.81 0.40 12%— 8% 
ea 0.15 0.20 0.19 0.18 0.72 $0.45 144%— 5% 
9.13 0.15 0.15 0.18 0.62 0.30 4% 
.. Eee 0.12 0.17 0.15 0.21 0.65 0.32 5%— 4% 
0.12 0.16 §0.30 §54%— 3% 


"*Based on Capitalization at end of each period. jNot available. 
§To October 23, 1940. 


The Mathieson Alkali Works, Inc. 


tIncluding extras. 


Data revised to October 23, 1940 95 Earnings and Price Range (U) 
Incorporated: 1929, Delaware. Office: 100 20 
West 10th Street, Wilmington, Del. Annual PRICE RANGE 


meeting: First Wednesday in March. Number 3 
of stockholders (December 31, 1939): Pre- 
ference, 20,887, common, 95,536. 5 o 
Capitalization: Funded debt........... None 0 — 
Preference stock $3 cum. 

2,488,712 shs. TARNED PER SHARE 


*Common stock (no par)....... 14,529,492 shs $1 
1932 ‘33 ‘34 ‘35 ‘36 ‘37 ‘38 1939 


*Also outstanding are option warrants en- 
titling holders to buy 8,732,059 shares of 
common at $27.50 a share. 


Business: An investing company, sponsored by the Morgan- 
Drexel and Bonbright interests. As of December 31, 1939, 
principal holdings consist of 2,410,856 shares of Columbia 
Gas & Electric; 6,066,223 shares United Gas Improvement; 
1,798,270 shares Commonwealth & Southern; 2,333,107 shares 
Niagara Hudson Power; 203,900 shares of Consolidated Edison 
of New York, and 988,271 shares of Public Service of N. J. 

Management: Considered capable and experienced. 

Financial Position: Satisfactory for company of this type; 
December 31, 1939, had no current liabilities; cash, $3.5 million. 
Market value of investments as of December 31, 1939, $174.3 
million. Liquidating value of common stock, $3.65 per share. 

Dividend Record: Regular Dividends on preference stock 
through April, 1938; arrears cleared in 1939. Regular payments 
since. Nothing on common since 1937. 

Outlook: Progress in securing exemption from the Public 
Utility Act through sales of utility equities will probably be 
slow, although some diversification has been effected. 

Comment: Preferred is regarded as a “businessman’s in- 
vestment;” common is in a decidedly speculative position. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


Year’s 
Mar. 31 Jure 30 Sept. 30 Dec. 31 Total Dividends ae Range 


Qu. ended: 

$0.12 $0.11 $0.11 vy $0.44 $0.48% — 3% 
0.10 0.06 0.04 0.24 0.30 4 
rar 0.05 0.05 0.04 0.08 0.17 None 8%2— 2% 
ae 0.02 0.02 0.02 0.05 0.11 None 7™%4— 1% 
See 0.01 0.05 0.02 0.11 0.19 0.20 9%4— 5% 
rrr 0.02 0.05 0.02 0.13 22 0.20 8%4— 2 
0.02 0.003 0.002 0.04% 0.07 None 45,— 2 
SCT 0.01 0.02 0.02 0.01 0.07 None 3%— 2 
0.02 0.05 0.02 *None 1% 


*To October 25, 1940. 


Data revised to October 23, 1940 sghornings and Price Range (AKL) 


Incorporated: 1892, Va. General offices, 60 40 

East 42nd Street, New York City. Corporate 30 

office, Saltville, Va. Annual meeting: Last 20 grey 

Tuesday in March at Saltville. Number of 10 

stockholders (December 31, 1939): 11,500. 0 

Capitalization: Funded debt........... None EARNED PER SHARE 

—— stock, 7% cum. (100 $2 
23,777 shs 

stock (ee par) 828,171 shs 


“38 1939 


1932 "34 "35 36 ‘37 


*Non-callable. 


Business: One of the largest domestic producers of alkalies, 
including soda ash, caustic soda, liquid chlorine, bleaching 
powder, synthetic ammonia, solid carbon dioxide, hypochlo- 
rite, etc. Products are used in manufacture of glass, soap, pulp 
and paper, textiles and other chemicals. 

Management: Generally conservative in financial policies. 

Financial Position: Satisfactory. Net working capital Decem- 
ber 31, 1939. $3.7 million; cash, $1.2 million. Working capital 
ratio: 5.8-to-1. Book value of common, $25.50 a share. 

Dividend Record: Regular preferred dividends since 1923. 
Common payments 1907-1919, and 1926 to date; present $1.50 
rate maintained since April, 1932, plus occasional extras. 

Outlook: Addition of synthetic salt cake and sodium chlorite 
to output should prove beneficial, as limited degree of diver- 
sification has in the past been a restrictive influence affect- 
ing earnings growth. 

Comment: Preferred shares are of sound investment grade; 
common usually exhibits only average price fluctuations. 


*EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


Year’s 

=. ended: Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 

ee $0.24 $0.15 $0.10 $0.15 $0.64 $1.75 20%— 9 
1933 esas 0.16 0.35 9.45 0.32 1.28 1.50 465—14 
eae 0.29 0.35 0.29 0.27 1.20 1.50 40%—23 
SS 0.37 0.31 0.35 0.41 1.44 1.875 33%—23 
_ =e 0.30 0.47 0.53 0.46 1.76 1.50 42%—27% 
. as 0.52 0.58 0.52 0.19 1.81 1.65 1%—22 
0.16 0.18 0.36 0.31 1.01 
0.15 0.16 0.30 1.12 1.5 3%—20% 


*Adjusted to present capitalization. To October 23, 1940. 
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The United States Leather Company 


Data revised to October 23, 1940 
Incorporated: N. 1927, by merger and 
consolidation of business originally estab- 
lished in 1893. Office, 27 Spruce Street, 


4 PRICE RANGE 
New York, N. Y. Annual meeting: Second 10 
Wednesday in March. Number of stock- 5 


holders (April 1, 1938): Prior preferred, 
0 
$3 
EFICIT PER SHAR $6 


, Earnings and Price Range (LX) 


2,242; common, 3,759; class A, . 
Capitalization: Funded debt........... None 
*Prior — stock (7% cum. 


7Class stock ($4 non-cum. 1932 ‘33 ‘34 °35 °36 ‘37 ‘38 1939 
249,743 shs 
Common stock (no par)........ ..397,010 shs 


*Callable at $110 a share. {Convertible into common share for share; participates 
with common up to additional $2 per annum. 


Business: Company is largest domestic tanner, producing 
about 20% of the country’s requirements of sole and heavy 
leather. Glue is important by-product. 

Management: Experienced. 

Financial Position: Adequate. Working capital October 31,. 
1939, $9.9 million; cash, $784,370; inventories, $8.3 million. 
Working capital ratio: 11-to-1. Book value of common, $3.99. 

Dividend Record: Irregular. Prior preferred dividends sus- 
pended; accumulated arrears to October 1, 1940, $33.25 a share. 
Class “A” received $4 in 1929. Nothing paid on common. 

Outlook: Necessity of carrying large inventories makes the 
company vulnerable to changes in hide and leather prices. 

Comment: The company’s earnings record necessitates 4 
speculative rating for the various classes of stock. 

EARNINGS RECORD AND PRICE RANGE OF COMMON: 


Calendar 
Fiseal Year's 
Qu. ended: Jan. 31 Apr. 30 July 31 Oct. 31 Year’s Total Price Range 
D$1.06 D$1.99 D$1.36 4.04 D$8.45 1% 
1933 D1.33 D0.27 1.0 D0.14 D0.7 17%— 2% 
D0.94 D0.85 D4.28 D2.58 D8.65 1%— 5 
D0.97 D0.92 D0.69 D0.43 D3.01 9%4— 3% 
D0.24 D0.75 D0.94 51 D2.64 4% 
D0.27 0.17 D0.02 D2.61 D2.73 15%— 3% 
D2.83 D2.06 +D2.71 D7.60 3 
tD1.75 sad 7D1.20 1D2.95 10%— 3% 
7D1.13 175%— 3 


*Not available. Six months. fTo October 23, 1940. 
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DIVIDENDS DECLARED 


Pe- Pay- Hdrs. of Pe- Pay- Hldrs. of 
Concluded from page 13 Company > riod able Record Company Rate riod able Record 
Princeton Water (N. J.)........ $1 Q Nov. 1 Oct. 20 
Oct. Cet. 15 Pub. Serv. (N. J.) 8% pf...... $2 Q Dee. 14 Nov. 15 
25c Q Dec. 1 Nov. 20 $1.75 Q Dee. 14 Nov. 15 
‘ ‘ Q Jan. 1 Dee. 20 $1.25 Q Dec. 14 Nov. 15 
August, 1939, net operating income | Am. Machine & 25c .. Nov. 20 Nov. 1, Quebec Power 25e Q Nov. 25 Oct. 28 
q was Up than ’ ee BUC 25 Nov 12 Shawinigan Water & Power. Q Nov 25 Oct. 23 
" elding Hemingway Co........ 20¢c Q Nov. 15 Nov. 1 Shenango Val. Wat. 6% pf. "$1.50 Q Dee. 1 Nov. 20 
ure to convert more than a nomina Butler won 1 6 Dec. 20 Nov. 7 
4 Nov. 6 Sout tern Greyh 37 tee Oct. 31 Oct. 29 
q amount of the increase 1n gross into 35e Q Nov. 15 Oct. 31 Stein (A) Nov. 15 Nov. 1 
‘ : ali ater Serv. pf. ‘‘A’ Sterling Pr fo?) ae Dec. 2 Nov. 15 
higher operating net was due largely Nov 15 Oct. gt | Sun OM @ Dec. 16 Nov. 25 
. . ambersburg gineering 2 t. 30 t. 25 1.50 Q De 2 Nov, 12 
to the road’s extensive maintenance 25e .. Nov. 13 Oct Nes 15 Ort 31 
Chic. ccs 25c .. Dec. 2 Nov. 20 Prod. Bap... 40c .. Nov. 15 Nov. 1 
and equipment repair program. Container Corp. .. ad ~- Nev. 3 Nev. 4 — eens See 50c .. Nov. 12 Nov. 1 
‘i Crown Drug .... -- Dec. 16 Dec. 6 $1.75 Q Nov. 12 Nov. 1 
Similar instances will be found in Cunev Press pf.... Q Dee. 14 Nov. 30 United “Gas Imp.............25¢ Q Dec. 23 Nov. 29 
i orida Power 7% p ee Q Dee. Nov. 15 United Specialties ............ lie Q Nov. 26 Nov. 26 
a number oO reports or September Q Dec. 1 Nox Westinghouse Air ‘itrake. Dec. Nov. 20 
en Nov. 15 ct. Jec. 27 ec. 
and October, even in the case of roads Granby Cons. M.S. & Pow....19¢ Dee. 2 Nov. 15 | White Dental Q Nov. 16 Nov. 1 
. Lakes Dredge Nov. 15 Nov. 12 
which are deriving a strong stimulus Hall Bros. Q Dec. 2 Now. 15 
olophane Co. ..... 5c .. ec. 2 Nov. 15 
. from the high rate of industrial oper- | Int?’ Harvester ‘pei...10..1. 75 @ Dec. 2 Nov. 6 | Amer, Hair & Feit 2d pf...$1.25 .. Nov. 15 Nov. 12 
} : Jonas & Naumberg........... 70c ee Oct. 24 Oct. 18 Cen. Pw. Co. (Neb.) 7% pf..$3.50 .. Oct. 30 Oct. 28 
ations. The effect of heavy mainte- | Kroger Grocery & Baking.: Dec. 2 Nov. 8 $3 Oct. 30 Oct. 28 
- acy 50. 0c ec. 2 Nov. en Oct. 2 
nance Op d Mich. | Seamless’ Tube... de Qet. 1 Get. 24 | Havana Elec. tii. Nov. 15 Oct. 21 
ssouri Public Service........ ce Nov. 15 Oct. 25 Hearn Dept. Store pf......... 7Se .. Nov. ct. 29 
ating reports of roads enjoying National Biscuit’ 4-400 Jam. 15 Dec. 13 Indiana Gas & Chem. Nov. 1 Oct. 25 
gross revenues should be viewed in Nationai Lead Dee. 14 Nov. 29 | Northern Ind. P. 8. 7% Oet. 14 Sep. 30 
this light: they are making prepara Fite Ins. 30 Get: 23 | % Oct. 14 Sen, 30 
neteen Hundre orp. 2%c .. Nov. 15 Nov. 1 Yalwort le .. Nov. 15 Nov. 
tion for efficient handling of a heavy & Dee. 19 Now. 30 Worth. Pump pr. pf. 12% Bee. 14 Des. 4 
vo. Am. c Nov. 5 Oct. 25 12% .. ec. Yec. 4 
traffic volume in the months ahead. Northern Pipe 2 Nov. 13 
Northwest. Pub. Sv. 7% pf...$1.75 Dec. 2 Nov. 20 
Louisville & Nashville is very reason- Do 6% pf......+... ee. -$1,50 Q Dec. 2 Nov. 20 Extra 
Owens-Illinois Glass...........50e .. Nov. 15 Oct. 80 60¢ .. Dec. 1 Nov. 1 
ably valued in relation to probable | Pac. Gas & Elec. 6% pf...37%¢ @ Nov. 15 Oct. 31 | Pitney-Bowes Post. Meter..:110e :! Nov. 20 Nov. 1 
ender Grocery A........... 7e Dec. 2 Nov. 20 iti 
earnings of over $8 per are .. Dee. 2 Nov. 20 Initial 
- 1940 and the vield afforded by liberal | Pitney Bowes Post. Meter....10¢ Q Nov. 20 Nov. 1 | Middle West Corp............ 25e .. Dec. 2 Nov. 15 
_ dividend payments. Other industrial 
rail stocks, more or less speculative = 


| than L. & N., also appear attractive 
despite the prospect of superficially CORPORATION EARNINGS REPORTS 


disappointing reports for the fall 


» months. EARNED PER SHARE 1940 1939 | EARNED PER SHARE 1939 
. ON MMON STOCK 40 Weeks to Octoer 5 ON COMMON STOCK 9 Months to Seotember ° 
Owens-Illinois Glass 3.08 281 ational Automotive Fibres........ -03 -95 
REVISED PORTFOLIO _| Punic Service ot New versey. 2.58 | Natl Malleable & (0183 
| 9 Months to September 30 | Nehi Corp. ................0000ee 0.74 a 
5 Air Reduction ............+.00. . 1.78 1.37 | New England Tel. & Tel........... 5.58 5.46 
Allegheny-Ludlum 2.07 0.40 Ohio Finance Co.................. 1.99 2-14 
Concluded from page 14 Amer. Investment Co. of Ill........ 0.91 0.69 Pacifie 1.37 1.0 
Amer. Radiator & Standard Sanitary 0.35 0.06 D0.05 
2.30 1.01 Penick & Ford, Ltd., Inc......... 1.64 2.47 
3.48 2.31 Pennsylvania Coal & Coke......... D0.59 D0.99 
0.90 Phillips Petroleum ............... 1.97 1.23 
_ The suggestion to sell the two equi- | Bayuk Cigars’ 3.19 3.12 | Reliable Stores ........-.--. +... 1.84 0.41 
| en- elding-Heminway ..............- 17 : Rustless Iron & Steel............. 0.82 0.66 
ce ON AMI a4.65 ad. 1.35 D1.09 
_ hancement appeal of these issues. Budd (Raward G.) ‘Mtg 0-43 | Shawinigan Water” & Power. 0:75 0:77 
sc j = u Co....... 5 “ Sisco Gold ’ 
But neither issue is especially attrac Byron Sterling Aluminum Products....... 0.97 1.00 
4 Jatalin Corp. of America 27 Sunshine Mining .25 .52 
tive from an income standpoint, and Caterpillar Tractor «.... 2.91 1.81 | Sutherland Paper 2.28 1.84 
on one a profit of 20 per cent is avail- | consor Chemical Industries bl55 Talcott. (James) 0.60 0.38 
Continental Steel ......... .96 Texas Pacific Coal & Oil.. 0.39 
_ able. Although these changes may | Copperweia Steel :::: 1: be 1.38 1.36 | Union Carbide & Carbon.. 3.34 2.10 
Corn Products Refining............ 1.89 2.29 U. S. Hoffman Machinery. 0.94 DO0.08 
result in curtailing appreciation pos- | Cream of Wheat......0000000005.: 1:16 1:33 | Van Raalte Co............ 3.42 4.45 
1 n 1S 1S | Doehler Die Casting............... 2.5% -42 | Walworth Co. .......... ; eae k ’ 
income and the fact that the group | Gatdner-Deny ral 0.47 Chemicat, Months to September 30 
_ of substitutions complies more close- | General Foods 1:89 2:28 Baldwin 0.26 0.09 
_ ly with the objectives of the port- | Granby Consol. Mining.22220200.. 1.12 0.91 | Fox (Peter) Brewing..-..2....2... 0.97 0.82 
olio. 2.54 2.47 Keystone Steel & Wire............ 0.36 
Annual income from the portfolio | Howe Sound 2:96 3.71 39° Weeks to September 28 
ill 1 1 625 50 1 Hudson Bay Mining............... oka .03 
Hudson Motor .52 | General Baking .................. 5 
will be raised to $ JU, Cquiva ent Interlake DO.55 9 Months to 
i i Jefferson Lake Sulphur............ .06 
to yield of slightly over 6 per cent. Johns- Manville Bastian-Blessing Co. ............. om th A ae 
Kimberley-Clark Corp. ..........- 4 2. onths to — 
sent further opportunities for needed | -Owens-Ford, Glass 2.91 1.55 | 9 Months to July’ 31 
Andrews & Forbes............. -63 ontinenta 5 
changes toward the ultimate goal of | Magma Copper ns. OES 
° ° s Marion Steam Shovel.............. 1.90 D2.39 *—Including $407,561 profit on sale of assets to 
complete conformance with this Ifi- McGraw-Hill: Publishing ......... 1.11 0.78 affiliate, equivalent to 10c per share. a—Class A stock. 
Middle West Corp........0-cseeeee 0.35 0.25 b—Class B stock. D—Deficit. 


vestor’s objectives. 
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Weekly Trade Indicators 


Miscellaneous: 
tAuto Production (U.S.A.)..... 
{Electrical Output (K.W.H.)... 
§Steel Operations (% of Cap.).. 
Total carloadings (cars) 
#Wholesale Commodity Price 
65655 
*7Crude Oil Output (bbls.). 
+Motor Fuel Stocks (bbls.).... 
7Gas & Fuel Oil Stocks (bbls.) 


{Bank Clearings, New York City 
{Bank Clearings, Outside N.Y.C. 
*7Bitum. Coal Output (tons). 

Cotton Mill Activity Index.... 
F.W. Index of Iind’l Production 


7000 omitted. 


*Daily average. 


the beginning of the following week. 


#Journal of Commerce. 

Co. ity Prices: 

Steel Billets, Pitts. (per ton).. 
Scrap Steel, Pitts. (per ton)... 
Copper, Electrolytic (per lb.).. 
Rubber Sheets (per lb.)........ 
Hides, Light native (per Ib.). 
Gasoline, Dealer (per gal.)..... 
Crude Oil, Mid-Cont. (per bbl.). 
Wheat (per bushel) 
Sugar, Raw (per Ib.)......... 


Federal Reserve Reports 
Member Banks, 101 Cities 
Total Loans 
Total Commercial Loans...... 
Total Brokers’ Loans.......... 
Other Loans for Securities..... 
U. S. Govt. Securities Held 
Investments, Except Govt. Bonds 
Total Net Demand Deposits.... 
Total Time Deposits........ 
Brokers’ Loans (N. Y. C 
Reserve System 

Reserve Credit Outstanding.... 
Total Money in Circulation.... 


Monthly 
Indicators — 
U. 8. Govt. Debt..... *$44,080 *$40,964 


Advertisirg Lineage: 


Monthly Magazines.. 759,494 783,169 
Women’s Magazines... 722,728 669,289 
Canadian Magazines.. 216,167 216,913 
tShipbuilding Contracts: 
Number Vessels. . 329 
Total Tonnage....... L 551, as. 580 
—SEP TEMBER 
tNew Financing ........ *68.0 *16.0 


Magazine Advertising: 
Nat’l Weeklies (lines) 900,739 
Trade Papers (pages) 9,529 

Sales: 


772,360 
9,178 


*$3.87 *$3.32 
neces *3.11 *2.56 
*0.28 *0.21 
Cotton Activity 

Lint Sensueed (bales) 639, 252 624,183 

Spindles Active ..... *22.3 *22.2 
Rayon Activity (Ibs) : 

Consumption ........ *30.8 *34.3 

Stocks of Yarn....... *8.4 *13.1 
Silk Movement: 

(Bales: United States only) 

44,454 27,760 

28,828 36,869 

SS 22,800 39,400 
Electrical Equipment: 

Washing Machines .. 149,002 138,572 

21,007 11,007 
Machine Tool Activity: 

Index (% of Capacity) 94.9 74.6 
Crude Rubber (long tons): 

Consumption ........ 50,206 51,402 

8,79) 37,669 

Stocks on Hand...... 241,358 136,824 
Shoe Output (pairs)... *35.0 *36.4 
Fertilizer Tag Sales 

243,000 222,000 


*Millions. 
Merrill, Lynch, 


Week Ended 

Oct. 19 Oct. 12 Oct. 21 

1 1939 
114,672 108,457 70,114 
2,687 2,665 2,494 
94. 94.4 90.2 
813,909 811,906 856,289 
$1.2 80.7 81.5 
3,668 3,642 3,77Z 
81,656 81,92 72,418 
157,192 157,192 153,389 
Oct. 1 Oct. 5 Oct. 14 
$2,308 $3,219 $2,362 
2,275 2,950 2,493 
1,370 1,447 1,786 
142.9 138.5 133.5 
226.2 225.0 180.1 
tWard’s Reports. §As of 


FINANCIAL WORLD’S INDUSTRIAL INDEX 


(BASED ON F.W. MONTHLY INDEX FIGURES) 


7000,000 omitted. 


Oct. 22 Oct. 15 Oct. 24 
$34.00 $34.00 $37.00 
21.75 21.75 22.75 
0.12 0.12 0.12% 
0.05% 0.05% 0.05% 
0.0725 0.0725 0.0650 
0.2050 0.2056 0.2038 
0.14 0.13 0.15% 
0.0680 0.0640 0.0840 
0.96 0.96 0.96 
1.07% 1.05% 1.03% 
0.83% 0.82 0.64 3% 
0.0282 0.0278 0.0325 
16 Oct. 9 Oct. 18 
(000,000 omitted) 
$8,877 $8,800 ,423 
4,722 4,672 
437 409 548 
45 462 501 
11,888 11,858 10,798 
3,637 3,669 3,342 
21,317 21,238 18,567 
135 135 5,239 
307 8 430 
2,481 2,445 2,817 
8,229 8,199 7,330 


Weekly Carloadings 


Eastern District 

Chemapenke @ 
Delaware & Hudson........... 
Delaware, Lackaw’na & West’rn 


Norfolk & Western. 
New York, N. Haven & Hartford 
New York 
New York, Chicago & St. Louis. 
POTS 
Western Maryland ............ 
Southern District 

Atlantic Const TANG. 
Louisville & Nashville. 
Seaboard Air Line. 
Southern Ry. System.. 


Northwest District 
Chicago & Great Western...... 
Chic., Milwaukee, St. Paul & Pac. 
Chicago & North Western 
Great Northern .. 
Northern Pacific ... 


Central West District 
Atchison, Topeka & Santa Fe.. 
Chicago, Burlington & Quincy. 
Chicago, Rock Island & Pacific. 
Chicago & Eastern Illinois. 
Denver & Rio Grande Western. 
Southern Pacific System... 
Western Pacific .... 
Southwestern District 

Kansas City Southern.......... 
Missouri-Kansas-Texas 
Missouri Pacific 
St. Louis-San Francisco 
St. Louis-Southwestern ........ 


Note: Freight carloadings reflect current sectional business 
Loadings from the 15th to the 15th give a rough 
indication of earnings for the current month. 
Association of American Railroads figures.) 


Monthly 


Indicators 
Engineering Contract 


conditions. 


Week Ended. 

Oct. 12 Oct. 5 = 14 
58,134 62,309 63,752 
33,760 34,789 42,536 
13,911 12,767 15,399 
16,887 16,386 17,993 
28,732 29,511 29,594 
25,522 27,586 29,290 
24,677 24,612 24,246 
86,506 90,965 91,916 
17, 18,547 19,621 

117,674 122,164 128,397 
12,23 12,65 13,032 
15,294 16,327 15,359 
10,840 11,076 11,335 
16,354 15,961 14,484 
38,890 39,247 39,917 
28,062 28,648 32,031 
15,009 15,309 14,503 
40,344 41,302 41,453 

6,297 6,156 6,108 
31,197 31,890 32,258 
43,102 43,832 42,747 
30,514 29,543 29,077 
16,513 16,480 17,690 
30,055 29,502 29,972 
28,809 27,504 29,489 
23,083 23,736 22,785 

5,472 5,651 5,862 

8,207 8,375 9,129 
44,638 45,096 44,036 
30,657 27,284 32,296 

5,498 593 5,114 

4,402 4,282 4,007 

8,267 8,480 7,451 
27,394 27,820 27,190 
13,908 14,511 13,901 

5,891 5,896 ,549 

8,285 8,148 8,355 


(Compiled from 


—SEPTEMBER— 
1940 1939 


980 420 Awards: 
“(thousands of dollars) $8,291 
SUCTION 400 State & “Municipal... "31,290 38,343 
Coal & Coke Production: 
240 380 (Thousands of tons) 
38,465 
Anthracite 4,053 4,840 
220 360 Beehive Coke 271 17 
Pig Iron Activity: 
\ Production (Net tons) *3.23 
= 200 aces 190 138 
\ 320 Consumption ........ *3.9 *3.0 
180 Slab Zinc Movement 
G (tons of 2,000 Ibs.) : 
160 Shipments ........ 66,824 69,424 
Stocks on Hand...... 30,965 95,615 
290° Newsprint, No. Ameri 
140 J pea Production (tons). * 390, 200 357,929 
4 (tons) 177,542 217,580 
on: 
2 260 = Cigarettes (units) ...*14,889.8 
gars (units) ...... 486. 
80 220 (boxes)... *1.0 *0.9 
¥. Food in Storage: 
4 Butter (Ibs.) ....... *134.5 *172.8 
200 Cheese (Ibs.) "148.1 *125.8 
193233 34 35 37 391) FMAMJ J ASOND: “id 
H 1940 ; Lard (Ibs.) ......... *272.9 *110.4 
Meat, All Kinds (lbs.) *523.8 *462.4 


+Corporate new issues only, excludes refunding. 
E. A. Pierce & Cassatt. 


tAt first of month. 


§25 chains and 2 mail orders, compiled by 


Daily Dow-Jones Averages for Stocks and Bonds—Closing Prices 
—CLOSING STOCK AVERAGES— Vol. of Sales, —————CH 


Industrials RRs Utilities 
17.. 132.49 28.80 22.32 
18.. 132.45 28.96 22.33 
19.. 132.18 28.89 22.20 
21.. 131.37 28.68 21.94 
22.. 131.98 28.77 22.07 
23.. 132.40 28.92 22.29 


R OF TRADING——————_ 
Y.S.E. Issues No. No. of Total Un- New New 
Traded Advanc’s Decl. ch’ng’d 

648,600 725 345 181 199 9 3 
590,180 719 278 2i7 215 15 4 
216,440 511 157 182 172 6 ct) 
373,020 658 173 295 190 8 2 
535,730 684 314 179 191 12 4 
807,040 753 425 157 171 19 3 


Average Value of 
40 Bond Sales 

Bonds N.Y.S.E. 194 
Oct. 

90.13 $5,760,000 

90.21 6,320,000 .18 

90.17 2,280,000 

90.22 5,130,000 oe 

90.16 5,850,000 cn 

90.15 6,330,000 os 
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TWELVE-YEAR PRICE RANGES OF 
ALL NEW YORK STOCK EXCHANGE COMMON. STOCKS 


= VALUABLE FOR FUTURE REFERENCE 


(P rt 4) 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 1939 *1940 
High 145% 122% 877% 21% 37% 3414 18 261 4044 ll 84! 6% 
Low 105 5536 14 334 8% 123, 74 15% 8 4 3% 245 
Ba .gor & Aroostook .................... High 9034 84% 6634 54 4134 46% 491, 4943 45 36 30% 14% 
Low 55 50% 18 oY, 20 354, 361% 39 30 2434 11lyY 7% 
High 47 15% 11% 
Low 9% 3 45% ANS wan 
Low 458 12 11% 21 10% 12% 10% 8Y, 
High 3334 2034 10 3% 7% 642 15% 28% 32 14 13 836 
w 16 8 134 214 3%4 13%4 7% 6 4 
Be asdall Oil— 
Low 384 5% bid 
High 7 11 10 1 27% 
Ww 3% 3 578 57% 22% 
NOW .. High 28% 35% 2138 191 1334 
11334 68 33 13 521% 4534 6634 76% 
Low 55 23 14 2 37% 
Aiter 4 for 2 Up) High 22% 20% 21 26% 3634 
Low ates 1634 9% 9 154 2014 
Bertrice CreAMBOTy ..c.csccccccccsceces .. High 131 92 81 43Y a 1934, 20% 2834 2834 1914 28 3534 
Ww 69 2 37 10!2 7 1014 14 18 13%4 11% 17 18% 
arch High 43 4144 42 bid 34 33 37 35 4 45 34 33 32% 
iw 357% 35 7 18 20 26 27% 33 28 22 251% 291% 
High 101 701% 62 4534 70% 765% 95 112 11434 117 128% 127 
Low 45 4654, 371% 291% 45 58 72 85 94, 1047 102 
Belding Heminway .............secsese0s High 17% 6% 6% 834 124% 1514 1434 16% 1534 9 9 9% 
Low 2% 1% 254 87% 11% 13 7% 5% 7%4 
High 1043 57% 2514 1834 21% 23% 2414 3234 30% 30% 3334 3634 
Low 14% 1 4%, 6% 9% 11% 21% A, 1634 24% 
Beneficial Ind. Loan ........ Sasaweasaee . High 19 12% 15 19% 4 25% 2334 21 2214 22% 
84 81% 12% 15% 15 1534 17% 17% 
est ompan 
High 56%4 46% 24% 33% 40 5714 7. 6254, 56 57% 39 
25 1934 5% 26 34 48 2 267% «32 
High 140% 110% 70% 2958 49144 49%, 52 77% 105% 78% 100 8934 
Ww 78% 47% 17% 7% 10% 241% 21% 4534 3934 50% 631% 
High 108 80 35 22 291% 40 271% 651% 6934 2954 3234 344% 
Low 75 234 14 6 61% 143% 23 22% 17% 157% 14 
High 744% 56 15 5% 9 8% 25 344 38 241 221, 
Low 314 10 334 1 44 7%, “a 
High 64 29 10 1614 17 2974 1934 17% 115% 
Low 30 23 6 354 3% 6 954 14% 9 10% 814 5% 
Low 19% 221% 5 11 1334 
(After 50% Stock High 231% 23% 
Bloomingdale 61% 21 14 21 %6 23% 38% 32% 21% 2314 16 
Low 22% 16% 15 6% 654 17 165% 18% 153% 13% 13% il 
Boeing Airplane High 11% 22% 37: 4934 357% 3434 2834 
Low 6% 6% 16% 16 1 1634 1234 
Bohn Aluminum & High 136% 69 43 2214 58% 6834 59% 63% 4814 30% 295% 
Low 37 1534 15% 478 WY, 441, 395% 40% 21 1536 16 1934, 
High 50 40 30 20 20 47% 47 4614 5214 70% 
Ww 40 30 25 20 2 38 39 39 5 51% 
Bond Stores High 25 24 29% 
Low Skee 11 12% 19 
Borden Company— 
High 100% 93% 76% 43% 37% 28% 27% 32% 28 195% 22 241 
Low 53 60% 35% 20 18 19% 21 255% 16 15 16% 7 
After 50% Stock Div.).............. High 86% 50% 30% 14% 22% 31% 70% 90% 8334 
Boston & Maine R. R............0000005 High 145 112 6 1934 30 19% 8% 11% 1534 47 234 
Low 85 44 10 4 6 3% 
Bow Roller Bearing— 
High 221 20 17% 10% 
High wee 10% 17% 35% 31 35% 28 3434 3714 
Low 3 16 20% 15% 14 1914 26 


*l_. to October 19, 1940. 
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RIDE THE TIDE 
with the 
MEN WHO DECIDE 


When a salesman seeks a quick decision on an order 
pending or in prospect, he wisely contacts the man or 
group of men whose “Yes” or “No” is final. Thus he 
rides the tide of least resistance, eliminates waste mo- 
tion, saves time, effort and expense. 


This straight - line method of selling can be adapted 
to the effective, economical publicizing of your prod- 
uct or service by using the advertising pages of The 
Financial World. The result will be that your message 
will reach a select audience comprising men who, as 
employers and “key” executives have the power to 
decide not only for themselves but for others. 


The influence wielded by these men is far-reaching in 
commerce, industry and finance. It can be capitalized 
in the interest of what you have to sell by even a 
modest appropriation for advertising space in this 38- 
year old investment and business weekly. 


Interesting facts and figures regarding The Financial 
World as an advertising medium will be furnished 
upon request. 


America’s 38-Year-Old Investment & Business Weekly 
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